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New HK leader 
vows to uphold 
Social freedoms’ 

Hong Kong's post-colonial leader, Tong 
Chee-hwa, outlined plans to safeguard the 
region’s economic competitiveness. In his inau- 
gural address made within hours of the hand- 
over to China. Mr Tung said his policy priorities 
would be education and housing, and pledged to 
uphold social freedoms end maintain the rule of 
law. Page 14; Education and housing, Page 4; 
Barry Riley, Page 15; Observer, Page is 

Viacom, Sumner Redstone’s entertainment 
empire, issued its second profit warning of the 
year and announced a charge of about $30Qm to 
help resolve troubles at its Interna tional Block- 
buster video rental chain. Page 15 

•tot to ififvoll AT&T link-up: Stet, the 
Italian telecommunications group due to be pri- 
vatised in the autumn, will today announce its 
long-awaited strategic alliance with AT&T, the 
largest OS telecommunications company. Page 
IS; Stet faces suit over Cuban link, page 16 

ftneo finding against Goldman Sacha: 

The US Investment bank discriminated against 
a Mack American bond salesman employed In 
Its London offices because of his race, a UK 
industrial tribunal has found. Janies Curry 
claimed his salary had been cut and he hod been 
passed over for promotion before being made 
redundant because of Us racial origins. 

■to hootego freed: Cosine Delclaux, a 
member of a wealthy Spanish business family 
who has been held hostage by the Basque ter- 
rorist organisation Eta since November, was 
released after his family was reported to have 
paid Ptalbn ($8.9m). 

Coca-Cola, US soft drinks company, expects 
to report a ? to 8 per cent increase in the volume 
of drinks sold In the second quarter, compared 
with the same period last year. Page 16 

Nyoomod a grof UK morgora Norway’s 
Nycomed and Amersham International of the 
UK are to merge In a deal that creates one of the 
world's biggest medical diagnostics groups. The 
company, Nycomed Amersham. will be based In 
the UK. Page 15; Lex, Page 14 

itapaiMM can cor drug toll Mto 94: At 

least 94 Japanese cancer patients have died from 
the side-effects of a popular cancer treatment 
after the Japanese health ministry underplayed 
the drug's risks. Page 14 

Chirac keeps up Nate pressure: French 
president Jacques Chirac will continue to press 
the US far a bigger European role Inside Nato aa 
a prec o n dition for France rejoining the alli- 
ance's integrated military command, his offi- 
cials said yesterday. Page 2 

Arafat In NUdeaat peace pica: Palestinian 
leader Yassir Arafat called on European nations 
to help break the deadlock in Middle East peace 
moves because he believes the United States “is 
not doing anything". 

Yattaln attacked on daughter's rolea 

Gennady Seleznyov, 
head of Russia's lower 
house of parliament, 
accused President Boris 
Yeltsin (left) of Illegal 
nepotism for appoint- 
ing his daughter - who 
hna become increas- 
ingly Influential In 
Kremlin circles - as his 
official Kremlin image- 
maker. He said the 
decree naming Tatyana 
Dyachenko, 37, as adviser to the president, con- 
tradicted Russia’s civil service law. 

■U move on financial services: The 

European Union offered to eliminate most of the 
remaining restrictions in the finan c ial services 
sector, improving prospects far talks on a global 
agreement in services. Page 6 

Cyprus talks: President Glafcos derides and 
Rauf Denktash are to hold talks near New York, 
the first direct contact b e t w ee n the respective 
leaders of the Greek Cypriot and Turkish Cyp- 
riot communities in three years. Page 2 

Screen star MKehum dtosi Robert 
Mitch um, the brawny, blunt-spoken actor who 
starred in more than 100 films, died in Ids sleep 
at his California home. He was 79. Mitchum had 
been suffering from emphysema and was diag- 
nosed a few months ago with lung cancer. 



PTioams the FT web site provides online news, 
comment and analysis at http://wwwJFT.com 


■ 8TOOK MAMCHT mown 

■ GOLD 

gMrYMrimcMoB 

»!5&:2SS *89 

MX 381AM (*34,00 

ftseioq -.mu frmfi 

Bw Yortc Comae 
(Jtf) — $334 0344 

KlW (334.55) 

■ DOLLAR 

MM 41AS (-<29.44} 

■ us luwchtdm Kara 

dun VnHri ImULu 

■Mr tot; imcnamG 
£ — 12688 
Dll *.1.7428 
FFr ..227328 

SFr 1^4810 

Y 11488 

Federal fin* 

MUM He W A3** 

.ri™s 

■ OTHBH HATH* 

LMim 

£ — 1J682 (1.8843) 
DM ,,.1.7401 (1.7428) 
FFr_JJ8S (5JB710) 
SR —MW fi-4579) 
Y 11478 (114.43) 

Tttyodaie Y 11422 

■ tmtlNQ 

UK 3-no Mata* — 8%% 
Q&lQyrQfl.- .Wifi Ml 

FnflCK 10 r OAT (8920 

Gram: low Bund ..10229 flOLlg 
Japan: 10 yr JGB ,-.1048827 flDUH) 

■ MOUTH SEA ML (Argue) 

Brent Usd — .—218265 (16-285} 

DM .-28884 (2.9001) 



tanOtUS MHO UK hMWUft 
fijMnnue *»atn 

us on* 


s*Miii a**n* 
dm ms. MWts 
ehmk hhwub 
M nffitl* fearOft 
hn« MptR* 
MMHflfc MlAK 
MHUS (Mill* 
uMLDi* lamniMt 

fenian* hmhwb 

4*ira* m m /m an 

nareniDi mmhuk 
WbNtt 


C THE FINANCIAL I1MESUMTTED 1997^35^32 


Boeing and 


McDonnell 


merger 

approved 

US regulator concerned 
about exclusive contracts 


By Nancy Dunne 
In Washington and 
Emma Tucker bi Brussels 

US regulators yesterday 
approved the $13J3bn merger of 
Boeing and McDonnell Doug- 
las. The Federal Trade Com- 
mission nodded through the 
10th largest US merger with- 
out conditions after conclud- 
ing that McDonnell Douglas 
had ceased to be competitive 
in the international commer- 
cial Jet market 

However, the FTC found 
Boeing’s 20-year exclusive con- 
tracts with Delta, American 
and Continental airlines 
"potentially troubling" and 
warned It Intended to monitor 
“the potential anti-competitive 
effects of these, and any, 
future long-term exclusive con- 
tracts". 

The European Commission, 
which has threatened to 
declare the merger illegal, is 
also concerned about the con- 
tracts. The Commission is due 
to give its verdict on the 
merger an July 23. 

Mr Karel Van Miert, the EU 
competition commissioner, is 
concerned about the impact on 
the market for commercial air- 
craft and Is expected to 
demand substantial alter- 
ations. 

Brussels is concerned that 


failure to invest sufficiently in 
new product lines, production 
faculties, company infrastruc- 
ture or research and develop- 
ment 

"As a result, Douglas Air- 
craft's product line is not only 
very limited, but lacks the 
state of the art technology and 
performance characteristics 
that Boeing and Airbus have 
developed," it said. 

Plans for the merger were 
announced In December after 
McDonnell Douglas lost a bid 
to build the next generation of 
military jets and American 
Airlines announced that it 
would replace its McDonnell 
Douglas jets with Boeing air- 
craft. 

However, it is expected to 
dominate Jet sales to the US 
navy and demand is strong for 
its G-17 transport planes and 
fighter jets, helicopters and 
rocket launchers in the US and 
abroad. 

The FTC denied speculation 
that it approved the merger 
because the US needed a com- 
pany to serve as its “national 
champion" to compete Interna- 
tionally. 

It said: “We do not have the 
discretion to authorise anti- 
competitive but 'good' mergers 
because they may be thought 
to advance the United States’ 
trade interests. If that were 



Centre of attention: Thao Walgei backed the tough application of European monetary mrion c onv e rg ence criteria nmAwr 

Kohl retreat over Emu criteria 


By Graham Bowtay and 
Andrew Fisher In Frankfurt 
and Ralph Atidna In Bonn 

German chancellor Helmut 
Kohl yesterday caved in to 
pressure from conservative 
coalition allies In Bavaria and 
ruled out fudging by even a 
tenth of one percentage point 
the public sector deficit crite- 
ria set for members of the 
planned European c ur r en cy. 

The German government 
also gave the strongest signal 
yet that the country's official 
debt would be converted Into 
the euro, the planned Euro- 
pean single currency, at the 
scheduled start date of eco- 
nomic and monetary union. 

Speaking in Munich, Mr 
Kohl accepted the strict inter- 
pretation of criteria for eco- 
nomic monetary union urged 
by Mr Edmund Stolber, the 


Bavarian prime minister, who 
has voiced widespread fears In 
Germany that the new Euro 
currency will not be as strong 
as the D-Mark. 

Mr Kohl’s unexpected con- 
cession on tiie Interpretation 
of the criteria Increases signifi- 
cantly the pressure on Ger- 
many, which Is struggling to 
meet this year the public sec- 
tor deficit t a rget of 3 per cent 
of gross domestic product 

“Three or 3.0 per cent - that 
is not my problem,” the chan- 
cellor said. 

In addition, his comments 
will aggravate tension between 
Bonn and Paris. The French 
go vernm ent has c au s e d alarm 
in Barm with Its apparently 
lukewarm attitude towards 
bringing its public deficit as 
close as possible to the 3 per 
cent hurdle. 

Meanwhile, Mr Jttrgen 


Stark, state secretary in the 
finance ministry, said he 
would recommend to Mr Iheo 
Walgei, flnnrif-P minister, that 
government debt be denomi- 
nated In the euro in January 
1996, when Emu is due to start. 
He said a decision was likely 
to be taken before German pol- 
iticians begin their summer 
break at the end of this m on th. 

The redenomination would 
affect about DM450bn of Ger- 
man federal debt, but the final 
sum could be much mare if 
individual sate authorities 
decide to follow suit, the Bund- 
esbank said. 

It would also be a significant 
fillip for the planned single 
European bond market and 
strengthen Germany’s hopes 
that its bonds will be the 
benchmark in the pan- 
European capital market 

"As long as they didn’t 


announce this, there was 
always some doubt about 
whether they thought [Emu] 
would go ahead," said Ms 
Alison Cottrell, economist at 
PaineWebber in London. 

Germany's big hank* have 
mounted a vociferous cam- 
paign to persuade the govern- 
ment to convert the debt In 
1999 but the finance ministry 
has so far held back. It has 
come under pressure from Ger- 
many's small saltings banks, 
which have complained that 

the cost of reden ominating the 

debt woUld be too large. 

Although countries joining 
Emu are not required to con- 
vert existing debt into the euro 
until 2001, several countries 
such as France and the 
Netherlands have already com- 
mitted themselves to redenom- 
inating in January 1990, the 
scheduled start date. 


Eurotunnel offered extension deal 


the merged company's access 
to military technology and 
funding could spill over to 
Boeing’s commercial activities. 

On Monday the Commission 
received Boeing's proposed 
remedies. 

It will give Its response on 
Friday to an advisory commit- 
tee of competition experts but 
the Commission is under no 
obligation to follow the com- 
mlttee' s adv ice. 

The FTC said it had agreed 
to the merger after interview- 
ing more than 40 airlines and 
other industry participants 
and concluding that "there is 
no economically plausible 
strategy that McDonnell Doug- 
las could follow, either as a 
stand-alone concern or part of 
another concern". 

It attributed the company's 
lack of competitiveness to its 


thought to be the wise 
approach only Congress could 

Implement It." 

The "national champion" 
argument Is “almost certainly 
a delusion", it said. The best 
way to increase exports and 
create Jobs was to require US 
firms to compete at home and 
abroad. 

Boeing and McDonnell Doug- 
las yesterday said they expec- 
ted the merger to be completed 
by August 1 and the new Boe- 
ing Company would begin 
operating on August 4. 

Shares in both companies 
rose yesterday after the 
approval was announced. 

At 12.46pm east coast time, 
Boeing shares were up $1£ at 
$54% and McDonnell shares 
rose $1 to $69%. 


By Charles Batchelor 
In London and Andrew Jack 
In Paris 

The British and French 
governments yesterday 
reached a provisional agree- 
ment with Eurotunnel, the 
heavily Indebted Channel tun- 
nel company, to extend its 
operating concession from 66 
to at least 99 years. 

A deal would lift the pros- 
pects that the company's 
£8£bn financial restructuring 
will be approved. If finalised, it 
would end a two-year stand-off 
between the g ove r nm ents and 
the company over the conces- 
sion period. 


The deal is subject to three 
conditions. First, Eurotunnel's 
shareholders, most of whom 
BA/AA alliance, Page 19 I are French, and Its bankers 


High German labour costs 
prompt tyre group switch 


By Graham Sowtay 
In Frankfurt 

Continental, the world's 
fourth largest tyre manufac- 
turer, Is transferring almost 
half Its car tyre production 
out of Germany in a radical 
cost-cutting restructuring 
aimed at rejuvenating its 
ailing truck tyre business. 

The surprise move to shift 
more production to its facto- 
ries In the Czech Republic and. 
Portugal is the latest example 
of German Industry seeking 
cheaper working conditions 
abroad because of expensive 
domestic labour costs. 

The company said it would 
take a further decision this 
autumn on whether to close 
the Hanover factory affected 
by the reorganisation. It had 
struck a new agreement with 
the workforce that would 
increase working hours and 
make savings of up to DM35m 
(120.30m) a year. 


German industry Is growing 
uneasy that it Is falling 
behind In international com- 
petitiveness because of rela- 
tively Inflexible and costly 
labour practices. Some unions 
bave become more flexible, 
but Continental's and other 
similar decisions are likely to 
Increase pressure for greater 
liberalisation. 

Although Continental has 
this year enjoyed generally 
buoyant growth. Its commer- 
cial tyre division has contin- 
ued with losses, which Mr 
Hnbertns von Grflnberg, 
chairman, and his board have 
vowed to turn around. 

The company said yester- 
day: "German labour is too 
expensive especially in the 
truck-tyre business. Korean 
and Japanese producers are 
attacking the European mar- 
ket with very aggressive 
prices and we need to compe te 
on a labour cost basis.” 

The reorganisation will cut 


the workforce at the factory 
by about 200 to 2,600, but 
there could be more Job losses 
if the factory Is dosed. 

Mr Grfinberg said he 
planned to dose one of the 
company’s factories In Ger- 
many, Belgium or Austria, but 
had not decided which. 

Continental is in the process 
of closing by 2000 mother fac- 
tory In Hanover with a work- 
force of 2JS00. 

The company closed Its 
plant in Dublin, in the Irish 
Republic, last year as part of 
shifting production from 
expensive regions In Europe 
and the US to lower-cost 
areas. 

It said the latest re- 
organisation would allow it to 
focus more closely an its trou- 
bled commercial track busi- 
ness. it said It especially 
wanted to boost commercial 

and passenger tyre production 
at its Czech factory wham It 
employs 3,500. 
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must approve the group's debt 
restructuring plan. Second, the 
company must agree to pro- 
vide a share of its pre-tax prof- 
its to the two governments. 
Hilrd, it must present plans 
for boosting its rail freight 
business. 

The French government had 
already signalled its willing- 
ness to extend the concession, 
which Is due to a s pir e to 2062, 


but the British government 
held oat for better terms. 
Announcement of the deal 
came ten days before an 
extraordinary shareholders 
meeting which will be asked.to 
back the restructuring plan. 

Mr John Prescott UK deputy 
prime minister, said: “These 
have been tough negotiations 
but I believe we have achieved 
agreement an a reasonable 


way of taking them forward." 

Mr Prescott said he had been 
under strong pressure to reach 
an agreement in time to Influ- 
ence shareholders' voting. 
“This is an amber light for far- 
ther negotiations," he said. 
“They were shocked I wanted 
to bring to the issue of freight 


Continued an Page 14 
Liar’s poker, Page 18 



Following the centuries old tradition of bankings Dubrovnik, 

( The St Blaise Bank was established In 1674 ) 

DUBROVAfiKA BANKA has been the leading fifld^ISfcgtitution 
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Robert Graham on a constitutional commission’s recommendations 
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Italy’s parties opt for compromise 
in search for stronger government 


A n Italian constitu- 
tional reform com- 
mission bas proposed 
enhancing the power of the 
executive with, a presidential 
system of government 
The proposal is an uneasy 
compromise between the 
demands of the right wing 
opposition that wants a 
Frencb-style presidential 
system and the majority of 
the ruling centre-left coali- 
tion which is anxious to 
boost the authority of the 
prime minister. 

Some observers believe 
that unless it is refined in 
parliament the hybrid solu- 
tion offers little more stabil- 
ity than the 1948 constitu- 
tion which bas led to more 
than 50 different govern- 
ments. 

“The commissioners have 
put together bits of incom- 
patible institutional models, 
giving birth to a hybrid that 
is neither flsb nor fowl." said 
Mr Antonio Martino, a for- 
mer foreign mini ster. 

The time-consuming proce- 
dures for approving constitu- 
tional reform in parliament 
provide the opportunity for 
substantial change over the 
next year and a half. There 
is a risk the reforms will 
come to no thing 
Mr Massimo D'Alema, the 
commission's chairman and 
leader of the Party of the 
Democratic Left (PDS). 
admitted yesterday the out- 
come could have been more 
constructive and that 
improvements should be 
made. The PDS leader failed 
to impose his preference for 
a strong British-style pre- 
miership. 

The tilt toward the presi- 
dential system was the 
result of a “guerrilla" vote 
by the members of the popu- 
list Northern League. Hav- 
ing boycotted the commis- 
sion. League members 
suddenly appeared to cast 
their votes on the day it was 
decided which executive sys- 
tem to recommend. The 
League's action was 
designed to embarrass Mr 
D'Alema and was decisive in 
providing a majority for a 
French-style presidential 
system. 

The final proposals were 
voted on Monday with 51 for. 
nine against and three 



Iri meets Brussels deadline on debt - just 


Italy’s state holding company, Iri, is hoping 
a last-minute Treasury payment has averted 
a showdown with the European Commission 
over reducing its debt, writes Robert 
Graham in Rome. Brussels bad set a date of 
June 30 for Iri to lower its debt to the 
Lo.OOObn (S2.9bn) agreed with Mr Karel Van 
Miert the competition commissioner. Just 
on the deadline, the valuation cam e through 
of Iri’s 62 per cent stake in Stet, the 
telecoms group acquired by the Treasury 
last December. 

The Treasury had agreed to pay Iri the 
bourse price of Stet ordinary and savings 
shares on Decern bo - 20. 1996, with a 
commitment to top this up with a full 
valuation placed on acquiring majority 
control. It handed over in tranches the 


equivalent of L14,530bn. and cm Monday a 
final valuation of Ll8,405bn was agreed, 
allowing for an extra transfer of L3£75bn. 

The Treasury had stepped in to buy Iri’s 
stake because of delays in privatising the 
telecoms group and the need to respect the 
deal with Brussels. Iri’s debts were meant 
to have been brought into line by August 
1996, but after intense Italian lobbying, this 
was postponed until December 1996 and 
then until this Jane. Thanks to the 
Treasury purchase 10 days before the 1996 
accounts dosed. Ill's debt fell to just over 
L9.000bn. Since then there have been no 
significant assets sales to reduce debt 
further and without the new transfer they 
would have been nearly double the required 
level at the mid of June. 


abstentions, the main oppo- 
sition coming from the hard- 
liners in Reconstructed Com- 
munism who feared that the 
introduction of a presiden- 
tial system would open the 
way to an authoritarian fig- 
ure. The 1948 constitution 
deliberately created a series 
of counter-balancing powers 
between the executive, legis- 


lature and judidary to avoid 
a repetition of the Mussolini 
experience. 

The proposal is for a 
directly elected president 
with a six-year term. He 
would have overall res- 
ponsibility for defence 
and foreign policy and 
could dissolve parlia- 
ment any time six months 


alter a general election. 

The president would 
choose the prime minister; 
but he would have to nomi- 
nate the person heading the 
winning electoral coalition. 

Matters are further con- 
fused by the commission 
deferring to the tradition of 
a powerful parliament One 
fifth of the deputies would 


be able to present a no-confi- 
dence motion against the 
government which, if passed, 
would lead to the downfall of 
the government. 

The issue of the electoral 
system remains unresolved. 
New electoral laws were not 
within the commission’s 
strict remit However, all the 
politicians are aware that 
much hinges on the type of 
parliamentary electoral sys- 
tem Italy has. The issue will 
be tackled in the autumn. 

In non-binding discussions 
the «rnaii parties in the com- 
mission fought a successful 
rearguard action to re tain 
the current 25 per cent of 
seats elected by proportional 
representation. The right- 
wing opposition also blocked 
full adoption of a French- 
style second round in parlia- 
mentary elections. The con- 
torted compromise on the 
table is that the 25 per cent 
of proportional seats be 
retained, a majority of the 
first-past-the-post seats be 
elected with a second round 
run-off. with a "premium" of 
seats going to the coalition 
with the most votes. This is 
to ensure a parliamentary 
majority. 

The chamber of deputies 
would have prime legislative 
responsibility, ending the 
absurd repetition of commis- 
sions and debates in both 
houses. The chamber would 
be cut to 400 deputies from 
630 and the senate to 200 
from 315. 

Efforts to convert the sen- 
ate into a body representing 
the regions were rejected; 
but a new regional commis- 
sion win be set up. composed 
a third each of senators, 
heads of regional govern- 
ments and representatives of 
local bodies. 

The move to a more fed- 
eral state proved the least 
controversial in spite of the 
important long-term poten- 
tial of the shift away from 
centralised power. The state 
would retain 31 exclusive 
functions, including defence, 
law and order and economic 
policy. The regions would 
acquire considerable finan- 
cial autonomy but there 
would be a 'solidarity' fund 
to offset the imbalance 
between rich and poor 
regions. 



Jospin tries to calm Renault row 


By Andrew Jack in Paris 

Mr Lionel Jospin. France’s prime 
minister, attempted yesterday to 
calm the first significant dispute 
within his leftwing government 
coalition. The row was triggered by 
the decision to proceed with the clo- 
sure of the Renault car factory* at 
Vllvorde in Belgium. 

Speaking to the Socialist group in 
the National Assembly, he appealed 
for political unity and argued that 
the government had met its prom- 
ises during the election campaign by 
promising to re-examine the closure. 

"One can be upset by the situa- 
tion. and ! understand the emotion it 


has invoked,” he said. “The decision 
was taken by the previous govern- 
ment and cannot be laid on the cur- 
rent team." 

His comments came after Ms Dan- 
ielle Kaisergruber. a consultant 
appointed by Renault to re-examine 
the closure plan, concluded on Sat- 
urday that the decision to close the 
factory should stand. She said that 
alternative proposals, including a 
switch to part-time working, would 
not proride a viable solution at Vil- 
vorde, which employs 3.100 people. 

Mr Jean-Luc Dehaene, the Belgian 
prime minister, rebuked Mr Jospin 
for raising false hopes among the 
employees for a possible reprieve. 


There was equally strong criticism 
from members of the French Social- 
ist party, as well as Communists 
who hold the balance of power in the 
parliament. 

Mr Louis Schweitzer, Renault's 
chairman, stressed yesterday that 
the company’s board had made a 
“collective decision" about the clo- 
sure which, he said, had been based 
on the interests of the company. 

He also promised an "ambitious” 
redeployment plan of Vilvorde’s 
employees to ensure that there 
would be no redundancies, suggest- 
ing considerable efforts to transfer 
and retrain staff or help them find 
jobs with other employers. 


He appealed to the Socialist depu- 
ties to support the government, and 
to fight against the parties on the 
right in the National Assembly. 

Meanwhile, Mr Daniel Vaillant, 
minister in charge of relations with 
the parliament reiterated the impor- 
tance of the Socialists' pledge to cre- 
ate 700,000 jobs - half in the private 
sector - by announcing legislation 
on the subject as the top priority of 
the next National Assembly session 
in September. 

He unveiled a total of 17 new 
pieces of legislation which the 
Socialists want to introduce before 
the end of the year. 


President rules out return to alliance command until Europe’s role is widened 

Chirac to keep up pressure over Nato 


By David Buchan in Paris 

President Jacques Chirac 
will continue to press the US 
for a bigger European role 
inside Nato as a precondi- 
tion for France rejoining the 
alliance’s integrated military 
command, his officials said 
yesterday. 

In common with Prance's 
new Socialist-led govern - 
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merit he believes too little 
progress had been made on 
this question for the country 
to make a full return to the 
command it quit 31 years 
ago. 

Mr Chirac had hoped to 
announce this in time for 
next week's Nato summit in 
Madrid. 

The main difference now 
on Nato between Mr Chirac 
and Mr Lionel Jospin’s gov- 
ernment is that the latter 
does not feel it worth con- 
tinuing to press Washington 
to give Europeans more com- 
mand responsibility. How- 
ever. the president intends 
to pursue his Europeanisa- 


tion initiative. As one presi- 
dential aide commented: 
“The situation in Nato is not 
static, we continue to hope it 
will evolve positively." It is 
unclear, though, how far Mr 
Chirac can go without back- 
ing from his government. 

The presidential adminis- 
tration is putting a largely 
positive gloss on what has 
been achieved since Decem- 
ber 1995 when Mr Chirac 
announced his intention to 
try to reintegrate France 
into a "reformed", or Euro- 
peanised. alliance. Since 
then. Nato has endorsed the 
concept of building a “Euro- 
pean defence identity", and 


has given the European dep- 
uty to its supreme military 
commander the power to 
conduct purely European 
operations, if need be. 

However. Washington's 
refusal to hand over the 
southern command in 
Naples to a European has led 
to bitterness in Paris, 
reinforced by the recent US 
announcement that it wants 
Nato enlargement confined 
to Poland, the Czech Repub- 
lic and Hungary. France has 
been pushing for Romania to 
be included, but recognises 
that US views are likely to 
prevail 

France is stressing that it 


never linked the issue of 
intg mai change in the alli- 
ance to that of enlargement 
which will proceed as 
planned at Madrid. Two 
years ago, it started sending 
its defence minister and 
chief of defence staff to Nato 
meetings, and will keep 
doing so. It will also main- 
tain its liaison with the new 
Combined Joint Task Force, 
created to mount special 
operations. The country win 
soon be in the odd position, 
though, of staying half-out of 
an organisation in which for- 
mer Warsaw Pact military 
rammanda will be folly inte- 
grated. 


Peace broker Holbrooke: 
waiting in the wings 

EU hopes 
talks will 
defuse 
Cyprus 
timebomb 

By Lionel Barber in Brussels 

President Glafcos Clerides 
and Mr Rauf Denktash are to 
hold t alks near New York 
next week, the first direct 
contact between the leaders 
of the Greek Cypriot and 
Turkish Cypriot communi- 
ties in three years. 

The meeting is the latest 
United Nations-backed Ini- 
tiative to break the 23-year - 
long deadlock on Cyprus and 
paves the way for the US to 
play a bigger diplomatic 
role. But the repercussions 
go beyond the future of the 
divided Mediterranean 
island. 

Cyprus is emerging as the 
ticking timebomb under- 
neath the European Union's 
plans to expand membership 
to the former co mmunis t 
countries of central and east- 
ern Europe. 

The detonator was set in 
early 1995, when the EU 
promised to open accession 
negotiations with Cyprus six 
months after the end of the 
intergovernmental confer- 
ence (IGC) to review the 
Maastricht treaty. 

The IGC ended last month 
in Amsterdam with a new 
treaty, but no evidence of a 
thaw in relations between 
Greece and Turkey, or their 
respective clients in Cyprus. 

Yet the EU is reluctant to 
let Cyprus join the club in 
the absence of a political set- 
tlement. Such a move would 
mean importing a political 
crisis and offending Turkey, 
which is pursuing its own 
claim to membership. 

Meanwhile, Greece has 
threatened to block eastern 
enlargement if the EU fails 
to redeem Its promise of 
membership for Cyprus. For 
its part, the Greek Cypriot 
government has indicated it 
has little margin for man- 
oeuvre until after presiden- 
tial elections next February. 

"Cyprus looks like being 
one of the big crises in 1998," 
said one senior EU diplomat. 

Next week's UN-sponsored 
talks are scheduled to take 
place between July 9 and 13 
in Troutbeck. a rural retreat 
outside New York. 

The idea is to break the ice 
between Mr Clerides and Mr 
De nktash before Mr Richard 
Holbrooke, the US negotiator 
and architect of the Dayton 
peace accords on Bosnia, 
moves to centre-stage in the 
autumn. 

Time is pressing. The 
Greek Cypriot government is 
due to open accession talks 
with the EU in April 1998, a 
date which could coincide 
with the expected delivery of 
Russian-made S-300 air 
defence missiles. Turkey has 
threatened to use force if the 
missiles are deployed. 

Intransigence in Athens 
and Ankara has sabotaged 
numerous EU and UN initia- 
tives, the latest being a 
much-touted group of “wise 
men” formed to defuse 
Greek and Turkish rivalry 
over territorial claims in the 
Aegean. 

But the EU is struggling to 
define a strategy for dealing 
with Turkey, which Is press- 
ing to be put on an equal 
footing with the 10 central 
and eastern European appli- 
cants for EU membership- 


Bulgarians test new currency system 


By Kerin Hope and 
Theodor Troev in Sofia 

Bulgarians queued at the 
central bank yesterday to 
exchange levs for D-Marks, 
available in nnlimltwl quan- 
tities for the first time with 
the launch of a currency 
board monetary system. 

Bankers said the queues 
were a test of the govern- 
ment’s commitment to peg- 
ging the exchange rate at 
1,000 lev to the D-Mark 
under a deal worked out 
with the International Mon- 
etary Fund. Confidence In 
the banking system Is weak 
following tbe collapse last 


year of large number of 
banks, with the loss or some 
30 per cent of deposits. 

The central bank bought 
D-Marks ahead of the cur- 
rency board launch: some of 
them will be converted into 
German securities. It has 
built up the equivalent of 
Sl-3bn in foreign exchange 
reserves, almost double tbe 
miniwinwi required to match 
this year’s projected money 
supply under the new mone- 
tary system. 

Bulgaria’s experiment 
with a cu rrency board, fol- 
lowing the examples of 
Estonia and Lithuania, Is 
part of measures by the pro- 


market government to 
reduce inflation and impose 
fiscal discipline. Under the 
board regime, the central 
bank cannot print money to 
finance the budget or rescue 
troubled banks. It must also 
publish regular figures on 
reserves and money supply. 

Mr Ivan Rostov, prime 
minister, said the system 
was not a short-term move 
to restore exchange rate sta- 
bility, but a means of speed- 
ing Bnlgarla’s economic 
transition with the eventual 
aim of joining the European 
Union. 

“From the board we win 
move Into the European 


Monetary System. We expect 
that at some point between 
2002 and 2006, we’ll achieve 
tbe economic targets for 
membership," he said. 

Confidence in Bulgaria's 
financial markets has 
returned recently. Following 
a drop in the monthly infla- 
tion rate from 242.7 per cent 
hi February to 5.6 per emit 
In May, interest rates have 
declined from above 200 per 
cent to under 10. 

Foreign exchange reserves 
were bolstered with privati- 
sation revenues, loan trans- 
fers from International 
agencies and high inflows of 
short-term capital attracted 


by high treasury bill yields. 

Few problems are expec- 
ted over the summer, when 
income from tourism boosts 
foreign exchange reserves. 
But the currency board sys- 
tem may come under pres- 
sure later in the year when 
Bulgaria must service its 
for eign debt. Impart fuel for 
the winter and wheat after a 
disappointing harvest. 

A Bulgarian banker said: 
“The government has to 
push ahead with bank 
reform In order to persuade 
people to take their foreign 
currency out of the mattress 
and put it back in the 
banks.” 


EUROPEAN NEWS DIGEST 


Telekom told 
to raise offer 

Deutsche Telekom was ordered by the federal post and 
teleco mmunic ations ministry in Bonn yesterday to 
improve the terms it has offered to would-be competitors 
seeking access to its networks. 

The move is the latest stage in a buttle over 
"interconnection" arrangements. It follows complaints by 
would-be rivals including o.tel.o - a joint venture between 
Industrial groups Veba and RWE - and Arcor. backed by 
Deutsche Balm, the German railway system, and a 
consortium led by Mannesmann. the industrial group. 

The ministry’ had previously reprimanded Deutsche 
Telekom for abusing its dominant market position. 

Interconnection deals are vital if competition Is to be 
encouraged after the market is fully liberalised in 
January. If Telekom does not come up with an acceptable 
offer by July 14 it could face a fine. Ralph Atkins. Barm 

Russian banks at risk 

As many as 300 Russian banks will go bankrupt or be 
merged with healthier institutions this year, a senior 
central bank official warned yesterday. Mr Denis 
Kiselyov, head of the supervisory division, said the 
shake-out was a consequence of financial stabilisation 
which has fatally weakened hundreds of commercial 
han k y , However, in contrast with many post-Communist 
states where nationwide banking crises have often been 
sparked by the end of triple-digit inflation, be said that 
Russia's ba ntrin g system would not suffer a systemic 
collapse. 

"We are experiencing a rather painful process, but it 
will not lead to a systemic shock. It is more like growing 
pains," Mr Kiselyov said. By the end of the year the wave 
of closures would be completed, he said. 

As late as last year, high inflation and political 
uncertainty led interest rates on government bonds to 
exceed 200 per cent per year, producing fat profits for 
hundreds of banks. This year the government has pushed 
treasury bill rates to below 20 per cent. The Kremlin's 
hope is that banks will be forced to invest in Russian 
businesses. However. Mr Kiselyov said that, so far at 
least, they had been slow to transfer their fonds to the 
real economy. Chrystia F rccland, Moscow 

Radiation checks ordered 

Russia's nuclear power min ister has ordered a safety 
check at all the nation's nuclear facilities following a 
researcher's death from radiation exposure. Alexander 
Zakharov died three days after being exposed accidentally 
to more than 1,000 roentgens during experiments 
involving nuclear chain reactions. Annual exposure to 
five roentgens or less is considered safe. 

The accident occurred on June 17 at Arzamas-16, a 
research centre near Nizhny Novgorod in central Russia. 

A combination of h uman error and faulty experiment 
procedures has been blamed. Mr Viktor Mikhailov, 
nuclear power minister, ordered a “comprehensive check” 
of all nuclear facilities after reading the investigators' 
report. AP. Moscow 

Gibraltar patriarch dies 

Sir Joshua Hassan (lefri. 
the dominant figure of 
Gibraltar politics since the 
second world war, died 
yesterday at the age of 81 . 

A patriarchal figure and 
champion of the British 
colony's cause against 
Spanish claims to 
sovereignty, he was its first 
elected mayor and its first 
chief minister from 1964 
onwards. Except for a 
three-year interruption, he 
held this post until his 
resignation almost 10 years 
ago. A UK-trained banister 
from a Jewish Gibraltar 
family, he was largely 
responsible for securing a 
constitution for the colony in 1969. 17x18 guaranteed that it 
would never be handed back to Spain against the 
Gibraltarians' “freely and democratically expressed 
wishes". 

Sir Joshua's pervasive influence in Gibraltar affairs 
earned him tbe nickname among his enemies of EU Pulpo 
- the octopus. Although he Insisted that be had resigned 
for personal reasons, his withdrawal was widely linked to 
controversy over a UK-Spanish agreement on joint use of 
Gibraltar’s airport. The airport deal, the high point of 
detente between Britain and Spain over the colony, was 
blocked by a subsequent Gibraltar government and has 
never been implemented. David White. Madrid 

Malta replaces VAT 

Value added tax in Malta was replaced yesterday by a 15 
per cent duty on shipments arriving from tbe EU and 23 
per cent on goods arriving from outside the EU. 

Wholesalers and service companies will be charged an 
additional 5 per cent excise duty on their turnover. The 
move frees 43,000 retailers from gathering VAT for the 
government. 

The Labour party pledge to replace VAT is widely held 
responsible for its election victory last October, ending a 
decade of Nationalist party rule and bringing Mr Alfred 
Sant to power. But the introduction of the new taxes 
comes amid conflicting claims cm how they will work and 



the effect they will have on the island's stalled economy. 

The Nationalist party, together with the Chamber of 
Commerce and the Federation of Industry, forecast the 
new system will spur cost of living rises and increase 
unemployment. Godfrey Grima , Valletta 

Berisha officials flee Albania 

President Sali Berisha's top hen chmen are fleeing Albania 
for fey of revenge after the r uling Democratic party’s 
overwhelming defeat by the former Communists in last 
weekend's general election. Among those leaving Albania 
yesterday were Mr Belul Celo, the interior minister in 
charge of the state of emergency declared last March, and 
Mr Gjergj Lezha, a senior officer in the Shik secret police. 
General Agim Shehu, chief of police In Tirana, and Mr 
Xhait Xhaferi, bead of Mr Berisha's presidential guard, 
fled earlier this week. The independent newspaper Kotaa 
Jone described Mr Shehu as “the president’s truncheon" 
for ordering brutal attacks on the opposition. 

Mr Fatos Nano, the Socialist leader and Albania's likely 
next president, told reporters he expected the government 
to take steps to bar former officials from leaving the 
country until investigations into the coDapse of 
fraudulent pyramid nod their violent aftermath 

were cleared up. Guy Dinmore. Tirana 

Threat of environment fines 

The European Commission said yesterday it would 
impose more fines to enforce member states to comply 
with EU environmental legislation. It asked the European 
Court to rule oh 23 infringements by eight countries 
involving directives on engine emissions, noise limits, 
animal protection and genetically modified organisms. 
They are part of a wave of infringement cases launched 
last week. 

spokesman said yesterday that the threat of fines this 
year had already resulted in action by Germany and 
Italy. Sander Thocnes. Brussels 
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President of Republika Srpska says Karadzic ordered his police to arrest her as part of an attempted coup 

Serb power struggle threatens Dayton peace deal 


By Anthony Robinson 

The fragility of the 1996 Dayton 
peace agreement for Bosnia, 
maintained by a 31,000-strong 
international force (SFORJ. has 
been underlined by a power 
struggle In Republika Srpska, the 
Serb part of the federal state cre- 
ated at Dnyton. 

The struggle is between Mrs 
Biljana Plavsic, the president of 
the Bosnian Serb republic, and 
Mr Radovan Karadzic, her prede- 
cessor. As an indicted war crimi- 
nal, Mr Karadzic was forced to 
step down from the presidency 
months after the Dayton accords 
were signed. However, despite 
attempts to extradite him to 
appear before the UN war crimes 
tribunal at Hie Hague, he retains 
enough power over the police and 
other institutions to mount what 
Mrs Plavsic describes as an 
attempted coup against her. 

On returning to Belgrade from 
an official visit to London, Mrs. 
Plavsic was temporarily detained 
by the Serbian police, controlled 
by Mr Slobodan Milosevic, the 
Serbian president, on her arrival 
in Belgrade. After being driven 
into Bosnian Serb territory, she 
was then detained by Republika 
Srpska police on arrival at the 
town of Bijeljina. She finally 
returned to her headquarters in 
Banja Luka under the protection 


BOSNIA REACHES AGREEMENT ON YUGOSLAV DEBT 


Bosnia-Hercegovtna has reached 
a last-minute agreement in prin- 
ciple with Us London Club com- 
mercial bank creditors -which 
could set a precedent for a deal 
with ramp Yugoslavia, consist- 
ing of Serbia and Montenegro, 
writes Anthony Robinson. A 
Yugoslav team led by Mr Danko 
Qjimic, the federal deputy prime 
minister, is expected to .'meet 
creditors again later this month 
after inconclusive talks with the 
International Co-ordinating 
Committee led by Chase Manhat- 
tan Bank in London last week. 

The agreement with Bosnia, 
reached on Monday night, is 
more generous than that 
extended to Croatia, Macedonia 
and Slovenia, which enjoyed lim- 
ited interest rate relief but no 
reduction of principal. This 
reflects creditors’ recognition of 

of an SFOR military escort. 

The "attempted coup" followed 
her failed attempt to remove the 
interior minister, Mr Drag an 
KJjac, a dose ally of Mr Karadzic, 
last weekend. Mrs Plavsic 
accused him of r unning Smug- 
gling and other rackets, and of 
opposing efforts to create a viable 
currency and customs adminis- 


the severe damage caused by 43 
months of war and ethnic vio- 
lence. 

Bosma-Hercegovina agreed to 
accept responsibility for debt 
totalling 3404m, but only 5150m 
will be repayable in the first 
instance. The overall 3404m is 
equivalent to 10.58 per cent of 
the $4L2bn which former Yugo- 
slavia owed to foreign commer- 
cial banks under the terms of the 
1988 New Financing Agreement 
(NFA). 

The deal is in two parts. In the 
first instance Bosnia will issue 
the equivalent of 3150m of 
D-Mark denominated bonds, a 
"basic amount" equal to 37.5 per 
cent of its NFA debt share. Prin- 
cipal on the basic amount will be 
repaid over 20 years with a sev- 
en-year grace period, while inter- 
est will be charged at a fixed 

tration which would curb the 
rrr rminai activities of Mr Karadzic 
and other powerful former war- 
lords. 

Last week the Bosnian Moslem- 
Croat and Serbian entities agreed 
on a package of economic mea- 
sures. setting up a central bank, 
a new currency and a new cus- 
toms administration. This paved 


rate of only 2 per cent for the 
first four years, rising to 3.5 per 
cent by the end of the seventh 
year. For the last 13 years, inter- 
est will be payable at less than 
one per cent over Libor. 

Bosnia will only repay the 
remaining S254m of debt, called 
the "performance amount", 
when per capita incomes have 
risen above 32,800, or at least 10 
years after issuance of the baric 
bonds. Once incomes rise to this 
level, Bosnia would issue a sec- 
ond tranche of bonds worth 
3254m. equivalent to 62.5 per 
emit of the NFA principal. These 
“performance" bonds would be 
amortised over 12 years. 

The agreement in principle 
was signed by both Mr Haris 
SDadric, prime minister of the 
Moslem-Croat federation and Mr 
Boro Boric, his Serb counterpart 

the way for $i.4bn of reconstruc- 
tion loans this year and for this 
week's debt restructuring agree- 
ment. 

The latest confirmation of the 
continuing power of indicted war- 
lords in Republika Srpska demon- 
strates that despite World Bank 
and EU-sponsored progress in the 
economic and financial sphere. 




Mrs Biljana Plavsic (left) accuses her predecessor, Radovan Karadzic (right), of mounting a coup 


the political situation remains 
very fragile. It also shows that 
the Bosnian Serb police, who 
under the Dayton accords are 
expected to protect refugees 
returning to the homes, remain a 
law unto themselves. 

In theory, the US government 
remains committed to withdraw- 
ing its 8JXX) troops in SFOR by 


July 1998. European governments 
have threatened to follow the US 
example on the “in together, out 
together principle”. 

In practice most attempts by 
refugees to return to their former 
homes across the ethnic lines 
patrolled by SFOR troops have 
been violently repulsed, and 
Nato’s latest review of SFOR 


operations pledged that “no sig- 
nificant changes to the size and 
capabilities dF SFOR will take 
place until the North Atlantic 
Council, in consultation with the 
non-Nato SFOR contributors, has 
undertaken a thorough assess- 
ment of the security situation 
after the municipal elections in 
Bosnia in September." 


Leftwing rifts threaten 
Spanish unity project 



By David White in Madrid 

Rifts in Spain's 
Communist-led United Left, 
the third largest force in par- 
liament. threaten to under- 
mine the Socialist party’s 
plans for a broad leftwing 
alliance on the French or 
Italian models. 

Mr .Ioaqufn Almunia, the 
Socialists’ new secretary- 
general, has proposed form- 
ing a joint platform for the 
"common cause of the left" 
lo contest elections for 
municipal councils and 
regional and national parlia- 
ments. This would build on 
alliances already emerging 
in some regions. 

The proposal faces an 
obstacle, however. In the 
dogmatic figure of Mr Julio 
Anguita, the Communist 
party louder, who also heads 
the United Left, or IU. in a 
coalitlun with smaller left- 
wing and ecologist parties. 
Recent actions have made It 
dear ho will veto any negoti- 
ations with the Socialists 


unless they pass through 

him . . 

Members of a dissident 
faction. New Left, which is 
closer to Socialist positions 
on key questions such as the 
European Union, were 
expelled from IU's federal 
council last weekend. 

The purge of the moderate 
group, which includes three 
of the 21 IU parliamentary 
deputies, came after they 
broke ranks earlier this 
month by refusing party 
orders to vote against labour 
reform legislation. The legis- 
lation backed up an agree- 
ment which had been signed 
by both main trade union 
federations. 

Mr Angulta and his main- 
stream Communist allies 
have also .distanced thorn* 
seivwr from the coalition's 
Catalan counterpart. Initia- 
tive for Catekmla flC). New 
draft IU statutes omit a pre- 
vious reference to its "stable 
framework of relations" with 
the Catalan grouping, Titus 
could lead to a rival electoral 


campaign for Communist 
votes In the region. 

IC's leader. Mr Rafael 
Ribb, has called openly for 
an electoral pact with the 
Socialists in regional elec- 
tions in Catalonia, where the 
parties are already allied in 
Barcelona city council. 

It has clashed with the IU 
leadership on several occa- 
sions recently. Last month it 
refused to join a controver- 
sial decision by IU to help 
the conservative government 
push through a law on the 
broadcasting of sports 
events, against opposition 
from the Socialists and other 
Catalan deputies. 

Mr Anguita, intent on 
reasserting his authority 
over IU ahead or a parly con- 
gress in December, has also 
refused to support its 
regional branch in Galicia, 
which has formed a pact 
with the Socialists in an 
effort to oust the conserva- 
tive regional government 
when elections arc held in 
October 
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After the Hong Kong handover, FT writers consider what the policy imperatives are in the region 

China now turns eyes on T aiwan Shanghai fighting 

to regain lost title 


By Tony Walker In Belling 
and John Ridding in Hong Kong 

China's leaders yesterday signalled 
to Taiwan that efforts to secure 
reunification would be increased fol- 
lowing Hong Kong's return to main- 
land control under the “one country, 
two systems" formula. 

President Jiang Zemin and the 
premier. Mr Li Peng, made it clear in 
speeches delivered on their return to 
Beijing from handover celebrations 
in Hong Kong that greater priority 
would be accorded to the Taiwan 
issue. 

“We hope that the Taiwan authori- 
ties will. . . truly return to the one 
China position and take concrete 
steps towards the development of 
cross-Straits relations and to the 
complete reunification of the coun- 


try," Mr Jiang told a mass rally in 
Beijing. 

Mr Li said at a reception in the 
Great Hall that the “one country, 
two systems" model “works for 
Hong Kong and Macao [and I it can 
also work for Taiwan”. 

Informal negotiations between Bei- 
jing and Taipei ground to a halt in 
1995 following a visit to the US by 
Taiwan's President Lee Teng-hui 
which deeply angered the Chinese. 
Efforts to re-start the talks have 
been unsuccessful, but it seems 
likely Beijing will now step up pres- 
sure on Taiwan to re-engage, possi- 
bly at a higher level than before- 

China regards Taiwan as a rene- 
gade province and has not ruled out 
the use of force to secure its return. 
Taiwanese officials say the time is 
not ripe for reunification talks. ' 


President Jiang in several 
speeches yesterday sought to reas- 
sure Hong Kong about its autonomy 
under Chinese sovereignty and also 
extended an olive branch to Britain. 
“We have full confidence in the 
Hong Kong government and will 
give it full support." he said in Hong 
Kong before returning to Beijing. 

"No central department or locality 
may or will be allowed to interfere 
in Hong Kong's affairs which, under 
the Basic Law. should be adminis- 
tered by the Hong Kong Special 
Administrative Region, he added, 
referring to the territory's post- 
colonial constitution. 

Speaking at a ceremony to mark 
the establishment of the Hong Kong 
SAR, as post-colonial Hong Kong 
will be known. Mr Jiang described 
the resumption of sovereignty as 


"a red letter day” and a “shining 
page in the annals of the Chinese 
nation”. 

• Mr Robin Cook. UK foreign secre- 
tary. said that he would visit Beijing 
by the end of tbe year and that Mr 
Tony Blair, the prime minister, 
would make a visit in 1998. 

Mr Cook said be was leaving Hong 
Kong encouraged about the territo- 
ry's prospects, citing reassurances 
about the timetable for elections, 
due to be held within one year, and 
the deployment of the People's Lib- 
eration Army. 

"I welcome the fact that a senior 
Chinese minister has explicitly con- 
firmed that tbe defence role of the 
PLA is solely external, not internal,” 
said Mr Cook, referring to discus- 
sions with Mr Qian Qicben. his Chi- 
nese counterpart. 


Education and housing are priorities 


By Peter Montagnon 
and John Ridding 

Education and housing 
emerged as tbe main priori- 
ties of Hong Kong's new 
administration in the first 
policy speech by Mr Tung 
Chee-hwa. the territory's 
chief executive, yesterday. 

Mr Tung called for “a sta- 
ble. equitable, free, demo- 
cratic, compassionate society 
with a clear sense of direc- 
tion” which could contribute 
to the modernisation of 
China, the nation to which 
Hong Kong now once again 
belonged. 

He paid tribute to China's 
late paramount leader Deng 
Xiaoping, who created the 
concept of “one country, two 
systems" which underpins 
Hong Kong's handover. His 
administration would work 
to strengthen the under- 
standing of mainland China 
with which its interests were 
entwined. 

“The reunification has cre- 
ated a new environment and 
better conditions for us to 
understand our country and 
our people, and to love our 
country and our people. 
Only then can we firmly 
establish our roots and make 
one country, two systems a 
success. 

"Our foremost task is to 
enhance Hong Kong’s eco- 
nomic vitality and sustain 


economic growth." Mr Tung 
declared. “Only through the 
creation of wealth can we 
improve the living of the 
people of Hong Kong, and 
continue to contribute to our 
country.” 

Hong Kong's Basic Law 
provided the constitutional 
framework for the territory 
and guaranteed free enter- 
prise. free trade, prudent 
financial management, low 
taxes, the rule of law. an 
executive-led government 
and an efficient civil service. 

His main pledges included: 

• A commitment to draw 
up a 10-year plan to increase 
overall housing supply by 
speeding reclamation and 
land formation and extend- 
ing the mass transit rail sys- 
tem. His administration 
would reduce the average 
waiting time for public 
rental housing to three years 
and clear ail temporary 
bousing areas. 

“Owning one’s home is an 
aspiration shared by the 
people of Hong Kong. It is 
crucial for nurturing a sense 
Of belonging and maintain - 
ing social stability:’’ 

• Implementation of Hong 
Kong's plans to establish a 
mandatory provident fund as 
soon as possible with an 
in-depth review of the terri- 
tory’s social security scheme 
to assist the elderly: 

• A commitment to pro- 


mote a good business envi- 
ronment “We will promote 
the services sector and facili- 
tate the development of val- 
ue-added and high-technol- 
ogy Industries. 

“It is the responsibility of 
the government to plan for 
and train the necessary man - 
power and uphold the princi- 
ples of free trade, fair compe- 
tition. and non-interference 
in the market” 

• Maintenance of the legal 
system and rule of law. “We 
will continue to ensure the 
executive, legislative and 
judicial branches of govern- 
ment operate independently. 
We will keep up our efforts 
against corruption and main- 
tain a clean society;” 

• An injection of sufficient 
resources into the education 
system to allow improve- 
ment at all levels with better 
qualified teachers, higher 
standards of language train- 
ing and formulation of a 
comprehensive policy on the 
application of information 
technology in education. 
New primary and secondary 
school teachers should all 
have a university degree and 
teacher training. 

“Education is the key to 
the future of Hong Kong. It 
provides a level playing field 
for all. and the human 
resources required for fur- 
ther economic develop- 
ment” 





Tung Cbee-hwa. Hong Kong’s chief executive, being greeted 
by guests at a post-handover reception yesterday «> 


A s the choir of 10.000 
lined Shanghai's 
colonial waterfront 
in the early hours of yester- 
day morning to welcome the 
return of Hong Kong In a 
festival of song, a few mem- 
bers might have been 
tempted to hit a discordant 
note. 

For besides the state- 
orchestrated euphoria and 
the genuine swell of patrio- 
tism. the Shanghainese have 
mixed feelings about Hong 
Kong. 

"Every Chinese citizen 
feels pride at Hong Kong's 
return to tbe Motherland." 
said Mrs Chen, who works in 
a local laundry. “But, you 
know, Shanghai used to be 
the richest, most bustling 
city in China . . . much big- 
ger than Hong Kong. Today 
we are poorer than we were 
many years ago, but if we 
had had independence - like 
Hong Kong - then Shanghai 
would be the business capi- 
tal of Asia today." 

In the 1920s and 1930s, 
Shanghai dwarfed Hong 
Kong as the pre-eminent 
financial and commercial 
centre in the region, but the 
Communist takeover in 1949 
and a generation of Maoist 
rule wiped away the pre-war 
opulence and the title passed 
to Hong Kong. 

Today, China's fastest 
growing city has ambitions 
to regain its lost mantle. But 
autonomy is the elusive key. 
Chma’s still meddling state 
remains the single biggest 
obstacle to Shanghai eclip- 
sing Hang Kong and return- 
ing to the premier league of 
world financial centres. 

S hang hai's resurrection 
has been startling enough. 
China's economic reform 
process started in the late 
1970s. but Beijing, wary of 
unleashing commercial 
forces In China's largest city, 
only approved Shanghai's 
liberalisation in 1992. Since 
then, the city has been grow- 
ing at 14 per cent per year. 

Shanghai has sprouted 
expressways, suspension 
bridges and high-rise retail 
and office blocks, as well as 
a mammoth new municipal 


Japanese 
women 
still do 
the dishes 

By GilDan Tett in Tokyo 

Japan has embraced many 
western fashions in recent 
decades - but tbe concept of 
tbe “new man” is appar- 
ently not one of them. A 
government report yester- 
day showed that Japanese 
men undertake just 20 min- 
utes of housework each day 
on average - even when 
their wives work. 

This aversion to domestic 
chores hampers attempts to 
promote equality, the gov- 
ernment said- For though 
record numbers of women 
are now working in Japan, 
on average they do over four 
hours of chores a day. 

Ms Natori Haniwa, direc- 
tor of the government Office 
for Gender Equality, said: 
“In comparison to Europe 
and America, Japanese men 
devote a remarkably shorter 
time to bonsework." 

Traditional Japanese soci- 
ety has long assumed that 
women's role is in the 
household. This has left the 
Japanese government facing 
United Nations criticism in 
recent years becanse the 
country lags behind other 
western nations in terms of 
women's rights. 

Last year the government 
tried to improve its image 
by establishing a “Plan Tor 
Gender Equality in the year 
2000”. Its first progress 
report yesterday heralded 
some improvement. Last 
year women accounted for a 
record level of almost -10 per 
cent of the work force. 

The proportion of women 
completing four-year univer- 
sity courses exceeded those 
doing tbe two-year option 
for the first time last year. 

But women only earned 
about 60 per cent or male 
salaries. And only 8 per cent 
of Japanese politicians are 
women, compared with 40 
per cent in Sweden. 

One statistic In tbe report 
gave little reason for com- 
fort: police data shows teen- 
agers account for a third of 
all prostitutes in Japan, 
with the number selling sex 
“to get money for fun" 
apparently snrging last 
year. 


India plans sweeping court reform 


India yesterday announced sweeping 
measures to overhaul its legal sys- 
tem. which is wrestling with a back- 
log of more than 30m cases. Reuter 
reports from New Delhi. 

The steps include permitting plea 
bargaining, setting time limits for 
court proceedings, promoting alter- 
nate methods for settling disputes 
and setting up independent prosecu- 
tion agencies, said the law minister. 
Mr Ramakant Khalap. 

“[WeJ considered the heavy back- 
log of cases and have resolved that 
the 50th year of our independence be 
observed as the docket clearance 
year,” Mr Khalap said after a confer- 
ence of federal and state ministers 
on legal reforms. 


“We suggested a definite time- 
frame for every stage of a trial. The 
ultimate aim is to limit the duration 
of a trial, to possibly less than one 
year. Today any civil litigation takes 
any number of years - 10, 20. 30 
years. Sometimes, generations get 
involved." he said. 

Mr Khalap said the government 
would introduce a system of plea 
barg aining , similar to that in the US, 
where the accused can receive 
more lenient treatment from the 
court in exchange for a guilty 
plea. 

The two-day conference also 
decided to regulate public interest 
litigation pleas, which legal experts 
say are clogging the already over- 


burdened judicial system. Such 
appeals are often filed directly in the 
Supreme Court by social and envi- 
ronmental activists who say the gov- 
ernment is not fulfilling its statutory 
duties. 

The conference unanimously 
agreed to introduce a constitutional 
amendment to override a controver- 
sial 1993 Supreme Court decision 
which awarded great powers to the 
chief justice of the court in choosing 
judges. 

If parliament pass es the amend- 
ment. the president of India will 
regain the power to appoint judges 
In consultation with existing judges 
of the Supreme Court and lower 
courts. Parliament is due to meet 


on July 23 for a month-long 
session. 

Mr Khalap said the conference 
decided to appoint several woman 
prosecutors and judges to deal with 
cases of crimes against women. Gov- 
ernment statistics show more 10,000 
rapes recorded each year, but wom- 
en's groups say tbe figure is much 
higher and that most cases are not 
reported because of the shame asso- 
ciated with the crime in conserva- 
tive Indian society. 

• The Indian government yesterday 
promised a fight against corruption 
as Mr Gujral faced strong criticism 
for abruptly transferring the popular 
chief of the Central Bureau of Inves- 
tigation to a new job. 


Philippine welcome for gas boost 

Justin Marozzi reports on the hoped-for contribution of a new energy source 


P oliticians and busi- 
nessmen are given to 
talking up tbe Impor- 
tance of new contracts. Two 
deals signed last week dur- 
ing President Ramos's trip to 
the UK were described as 
“the largest and most signifi- 
cant investment in the his- 
tory of Philippine business", 
but for once the billing looks 
close to the reality. 

Together, the deals, which 
are the culmination of a 
costly energy exploration 
process going back nearly 20 
years, represent tbe birth of 
tbe Philippine natural gas 
Industry. When delivery of 
the first natural gas is made 
in about five years’ time, the 
industry will make a big 
contribution to state reve- 
nues and help save precious 
foreign exchange. 

Both deals involve the gas 
exploration joint venture 
Shell and Occidental (Shell 
Oxy). Under one. First Gas 
Holdings, a Philippine group 
partnered by British Gas. 
has agreed to buy 1.460bn cu 
ft of natural gas over 20 
years from Shell Oxy's off- 
shore Malampaya-Camago 
gas field in western Philip- 
pines to supply a 1.500 MW 
power plant. 

In a separate arrangement. 
Napocor. the state-owned 
power company, will pur- 
chase l.lOObn cu ft of Shell- 
Oxy gas over 20 years to sup- 
ply its new 1.200MW gas tur- 
bine power plant in Ba tan- 
gas, outside Manila. The 
total reserves in Malampaya- 
Camago stand at 3.20Qbn cu 


Philippines .. 

Energy 

'barrels of fust oil equivalent bn) 
1.4 



ft, a small fraction of the 
country's natural gas 
resources of 39.500bn cu fL 
Togetber, the two deals, 
which are expected to be fin- 
alised in November, amount 
to a S4bn integrated natural 
gas-to-power project via a 
500km offshore pipeline link- 
ing the Malampaya-Camago 
field to Batangas. The first 
delivery of commercial gas Is 
scheduled to begin in 2002. 

“We really believe we are 
on the threshold.” says Mr 
G uill ermo Balce. assistant 
secretary of energy. “The 
contracts are a clincher 
because without them, if 
there is no market, people 
will not start investing 
money. Everything is now 
Set for the start of the finan- 
cing. design, construction 
and eventual completion of 
the first generation plant” 
Shell invested about SI 50m 


without significant results 
between 1978 and 1983. Occi- 
dental discovered the 
Malampaya-Camago field in 
the late 1980s but resources 
discovered were not consid- 
ered commercially viable. 
Government planners are 
now eyeing a further 250km 
onshore extension of the 
pipeline to take gas up into 
central Luzon, the Philip- 
pines' largest island. 

The natural gas pro- 
gramme is at. the heart of 
the government's efforts to 
diversify its fuel mix away 
from the more expensive 
imported crude oil - which 
last year accounted for 51 
per cent of the country's 
energy - to greater use of 
indigenous sources, includ- 
ing coal, geothermal, and 
hydro-electric. 

At present, the Philippines 
is the only net importer of 


natural gas in the lb-mem- 
ber Association of South-east 
Asian Nations. 

Gas represents 150,000 bar- 
rels of fuel oil equivalent, or 
just 0.06 per cent of the 
country's energy. According 
to the government's energy 
plan, by 2025 that will rise to 
11 per cent, stimulated in 
part by demand from an esti- 
mated 400,000 commercial 
and residential customers 
between 2010 and 2020. 

Of the 19.680MW capacity 
being added between now 
and 2025, one third will come 
from the gas development 
plan. Demand is also likely 
to be increased with the 
eventual conversion of 
Westinghouse’s mothballed 
660MW nuclear plant in 
Bataan into a 1,500 MW 
gas-fired combined cycle 
plant 

The impact of the Malam- 
paya-Camago project in the 
Philippines goes far beyond 
the embryonic natural gas 
industry, says Mr Oscar 
Reyes, chief executive of 
Shell Philippines. 

“This is a la n d mar k proj- 
ect with landmark benefits 
for the country. It addresses 
key challenges of the econ- 
omy. First, it promises reve- 
nues for the government of 
about $4O0m-$500m annually, 
for the next 20 years. Its 
impact on the trade deficit 
will clearly be substantial 
and will also allow us to 
increase our self-sufficiency 
in energy by 20 to 30 per 
cent and free up about $ibn 
a year in foreign exchange." 


Looking ahead, once the 
country is firmly on the 
world map for natural gas. 
further investment opportu- 
nities are likely to emerge. 
State-owned Manila Gas, 
which is in the process of 
being privatised, has an 
existing gas distribution net- 
work within the capital in 
need of rehabilitation and 
expansion to service a cus- 
tomer base which is expec- 
ted to grow rapidly. 

To encourage new explora- 
tion. the Department of 
Energy also plans to grant 
one 25-year service contract 
a year until 2025 with for- 
eign equity participation up 
to 100 per cenL 

Companies such as Arco 
and Murphy Oil of the US. 
Stirling of Australia and 
British Gas are already 
looking at other oil and gas 
exploration prospects around 
the archipelago, says Mr 
Balce. 

Tbe Fuga Island natural 
gas prospect in northern 
Philippines is potentially the 
country's largest with up to 
18.000bn cu ft The opportu- 
nities are endless, he 
says. 

“We're excited about that 
one because even if it's 5 tril- 
lion [5.0O0bn] cu ft. it would 
be enough to justify- a gas 
pipeline to Taiwan and even- 
tually power Interconnection 
between the two countries. 
And who knows, one day 
Taiwan may be connected to 
China. That would be a big 
market for both Taiwan and 
the Philippines.” 


Library, a grand theatre and 
a vast new museum taking 
pride of place in People s 
Square. According to local 
reports, the rash of construc- 
tion has brought one fifth of 
the world's high rise cranes 
to Shanghai. 

The city accounts for just 
over I per cent of China's 
population, but 8 per cent of 
its gross domestic product 
and more than 20 per rent of 


According to 
local reports, 
the rash of 
construction 
has brought 
one fifth 
of the 
world’s 
high-rise 
cranes to 
Shanghai 


total foreign investment. 
Standing at the mouth of tbe 
great Yangtze river, it is the 
obvious gateway to China's 
industrial heartland and 
market of 350m people. 

Pudong. the former waste- 
land In the east of the city, is 
earmarked to become Chi- 
na's Wall Street. This 
month, tbe stock exchange 
building with the largest 
trading floor in Asia will 
open. By 2001. the city will 
boast the tallest building in 
the world, the $lbn Shang- 
hai World Financial Centre. 

However, building the 
hardware to house a finan- 
cial powerhouse may prove 
the easy part of Shanghai’s 
renaissance. Establishing a 
free and functioning market 
system in the shadow of Bei- 
jing's interventionist leader- 
ship may take longer. 

Back in 1994. a confident 
Mr Mao Yingliang. president 
of the Shanghai branch of 


the People's Bank of China, 
the central bank, set out an 
aggressive development plan 
that saw Shanghai surpass 
Hong Kong's securities mar- 
ket within a couple of yean, 
and catch up with other 
international financial cen- 
tres. including New York, 
London and Tokyo, by 2010. 

The programme hinged 
upon the opening of a gold 
market and an offshore 
financial market, as well as 
the development of the 
financial futures industry 
and the transfer of state 
bank head offices to Shang- 
hai. All such initiatives have 
been barred or stalled by the 
central government. The 
central bank s timetable has 
been discreetly ditched. 

“Shanghai proposes and 
Beijing disposes, that is the 
□ub of the problem.” said 
one of the many foreign 
bankers frustrated by the 
spluttering development of 
Shanghai's financial mar- 
kets. "Shanghai remains 
part of a state planned econ- 
omy. If it were a special 
administrative region, like 
Hong Kong, then it would 
catch up very fast" 

Hong Kong's administra- 
tive freedom mokes it inno- 
vative. refining its financial 
and commercial expertise to 
stay in contention with 
other global business capi- 
tals. Shanghai, meanwhile, 
has yet to establish some of 
the market foundations: the 
rule of law. broadly transfer- 
able share ownership and 
full currency convertibility. 
Until China achieves current 
account convertibility. Chi- 
na's stock markets will offer 
little more than tiny, specu- 
lative opportunities to the 
foreign investor. 

Not that Shanghai has 
abandoned its ambitions. 
Mayor Xu Kuangdi expects 
that by 2050. Shanghai will 
be the pre-eminent financial 
and commercial city in the 
Asia-Pacific. And Mrs Chen 
agrees: “We still need a long 
time. But we will catch up. 
We will be the richest city in 
Asia once again.” 

James Harding 


ASIA-PACIFIC NEWS DIGEST 


Thai deposit 
insurance pact 

Plans to set up a deposit insurance institution within one 
year were approved by the Thai cabinet yesterday. This 
one of a number of measures being taken to lift 
depositors' confidence during a shake-out in the country's 
finance industry. The scheme will require lenders to 
make insurance contributions - lifting some or the 
burden from the central bank. 

The cabinet also passed finance minis try proposals to 
waive capital gains taxes for the many mergers now 
expected among the 91 finance houses. The authorities 
have recognised that dealing with bad debts that may 
account for a third of all finance bouse assets will be hard 
enough without tax complications. 

A cap on bank deposit rates and finance firms' 
promissory notes and call rates at 12, 14 and 11 per cent 
respectively was also agreed. William Barnes, Bangkok 

Hashimoto to visit China 

Mr Ryu taro Hashimoto, Japan’s prime minister, will visit 
China in September amid growing concern there about 
Japan’s strengthened defence relationship with the US. 
Plans for tbe trip were confirmed on the sidelines of the 
Hong Kong handover ceremonies, Mr Yukihiko fkeda. 
Japanese foreign minister said in an interview. Mr Li 
Peog. China's prime minister will visit Tokyo in 
November. 

During a bilateral meeting Mr Ekeda's Chinese 
counterpart, Mr Qian Qichen, had also raised worries 
about Japan's plan to allow its troops to take a more 
active role In collective defence operations in the region. 

China wanted a multilateral approach to regional 
security, but Japan believed its alliance with the US 
offered the best guarantee of peace in tbe region as 
long as both countries also had strong relations with 
Chi 03 - Peter Montagnon, Hang Kong 

Pakistan bans MPs’ defection 

Pakistan's parliament yesterday passed a law banning the 
defection of MPs that will strengthen tbe position of 
prime ministers and ruling parties. 

The law. which aims “to provide against defection of 
elected members with a view to obtaining a clean and 
honourable political state of affair s” means that MPs 
could lose their seat if they violate party discipline, vote 
against the party policy or abstain fr om voting in a way 
that contravenes party policy. 

Yesterday's law was the second attempt by Mr Nawaz 
Sharif, the prime minister, to consolidate his position. In 
April, his ruling PML (P akistan Moslem League) stripped 
the president of powers to sack the prime m i n ister and 
dissolve parliament. Farhan Bokhan, Islamabad 

Australia trade surplus grows 

Australia posted one of its highest ever trade surpluses in 
May. reflecting a strong export performance combined 
with a sluggish domestic economy. Government statistics 
showed the May surplus at A$373m, fUSS651m) compared 
with AS 1 82m for April. 

Exports rose 6.3 per cent while imports fell by 5.4 per 
cent to their lowest level for seven months. The export 
figure was inflated by the sale of a frigate worth around 
AS5QGm. but even excluding that, the trade trend has been 
strong so far this financial year. The trade surplus in the 
tl months to May totalled $2.01 bn against a deficit of 
Ajiibn last year. Bruce Jacques. Sydney 
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demands Fords can introduce - and will do so, provided it helps to achieve our 


profit objectives. 

Finally mulri-diannei is our way of emphasizing that we plan to reach 
the client through a variety of distribudon channels. To sum up, this marker 
approach is successful because it meets the wishes of individual clients as 
closely as possible. And in the coming years it will become even more 
successful by exploiting the benefits of synergy and the exchange of knowledge 
u::d experience within Farris. In other words, it is the sure basis for a produc- 
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NEWS: WORLD TRADE 


Brussels to 
appeal over 
hormones 


By Nefl Buckley m Brussels 

The European Commission 
is set to appeal ag ains t a rul- 
ing that its ban on imports 
of hormone-treated beef 
breach world trade rules. 
The co mmis sion said the rul- 
ing could have Ear-reaching 
implications for consumer 
protection. 

A confidential report from 
the World Trade Organisa- 
tion has backed US and 
Canadian complaints that 
the European Union ban was 
illegal and unjustified. The 
ban was imposed in 1989 
because of fears that hor- 
mones widely used in North 
America to promote animal 
growth could cause cancer 
and other abnormalities in 
humans. 

The ruling was met with 
dismay by European con- 
sumer and farming groups. 
But it was welcomed by US 
trade and agriculture offi- 
cials, who have consistently 
challenged the ban and 
claim US beef imports to the 
EU could be worth $250m a 
year. 

The Commission said it 
had to consult EU states 
before launching an appeal, 
but was confident of their 
backing. 

An appeal could delay the 
conclusion of the case until 
late in the year. But it is 
unlikely to overturn the con- 
clusions of a report said to 
contain a forthright and sys- 
tematic rejection of the ElTs 
case. 

If its appeal fails, the EU 
would either have to lift its 
ban. or pay hundreds of mil- 
lions of dollars in compensa- 
tion to the US and Canada 
for lost trade. 

Officials hinted yesterday 
the Commission was pre- 
pared to pay fines rather 
than expose EU consumers 
to a product it Insists is dan- 
gerous. 

Brussels is also under 
pressure from consumer 
groups, farmers and EU 


states such as France not to 
allow in hormone-treated 
beef. 

“Under no circumstances 
should the EU lift the ban," 
said BEUC, the Europe-wide 
consumers’ organisation. 
“Consumers don't want it, it 
brings them no benefits, and 
it could have disastrous con- 
sequences for consumer con- 
fidence in beef.'’ 

Farmers are similarly fear- 
fill that concern over hor- 
mones could destroy confi- 
dence in beef, just as it is 
starting to return after the 
“mad cow" crisis. 

The US. however, has indi- 
cated it would not accept 
compensation, but would 
insist on the principle that 
the EU should open its mar- 
ket. It says growth-promo- 
ting hormones in animals 
are not dangerous for 
humans if used correctly. 

The WTO backed that 
view, accusing the EU of fail- 
ing to carry out a proper risk 
assessment before imposing 
its ban. It suggested the EU 
was applying double stan- 
dards by banning beef hor- 
mones, bat falling to control 
naturally-occurring hor- 
mones in food products, or 
to ban synthetic hormones 
used in pigs. 

Brussels accused the trade 
organisation of ignoring its 
scientific evidence. 

It also warned that the 
report apparently challenged 
the right of governments to 
determine acceptable “risk 
thresholds*' for their con- 
sumers - a right supposedly 
protected by WTO rales. 

The ruling could make it 
difficult for governments to 
ban potentially dangerous 
products without amassing 
scientific evidence first, it 
added. 

“The precautionary princi- 
ple is out,” said one EU offi- 
cial. “This ruling suggests 
you can’t ban something 
until you can show people 
are dying from it" 
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EU offers to 
scrap financial 
services curbs 


By Sander Thoenes 
in Brussels 

The European Union 
yesterday offered to elimi- 
nate most of the remaining 
restrictions in the financial 
services sector, improving 
prospects for negotiations on 
a global agreement in finan- 
cial services. 

The EU offer comes before 
the July 14 deadline for 
revised offers from members 
of the World Trade Organisa- 
tion ahead of a new round of 
talks on reaching a global 
liberalisation accord in 
December. 

The US had previously 
rejected a deal because 
Washington said Latin 
American and Asian coun- 
tries had not gone far 
enough in opening up their 
financial markets. The EU 
represents over one quarter 
of the world's insurance, 
banking and share trading 
markets. 

The EU had offered “free 
access” to its financial ser- 
vice markets, without reci- 
procity. and now hopes to 
encourage others to make 
conditional offers, a spokes- 
man said. “The most prob- 
lematic [membersl are 
Korea, Thailand, Malaysia, 


India, Mexico and Brazil," he 
added. “Our offer is more lib- 
eral than any other offer on 
the table." 

The EU now proposes to 
end 12 restrictions still 
imposed by member states, 
mainly Sweden and Finland, 
to protect local banks, secu- 
rity firms and stockbrokers. 

The restrictions include 
requirements to Incorporate, 
establish a subsidiary and 
appoint local nationals as 
directors. 

The EU would also relax 
requirements for non-EU 
insurance companies, mostly 
concerning establishment in 
member states and citizen- 
ship of its directors. France. 
Portugal and Greece would 
still screen large direct 
investments but few other 
restrictions remained, the 
EU spokesman added. 

The US has yet to publish 
its revised offer. An earlier 
US proposal only guaranteed 
access to its market for for- 
eign institutions ' existing 
operations. 

The EU wants this com- 
mitment to be extended to 
all foreign competitors and 
is urging a reform of a US- 
enforced separation of com- 
mercial and investment 
banking. 


Ottawa loses its World Trade Organisation appeal over ‘US cultural invasion’ 


Canada scrambles to protect magazines 


By Bernard Shnon 
in Toronto 

Canada is scrambling to find 
new ways of shielding 
domestic magazines from 
their powerful US rivals 
after exhausting its options 
under the World Trade 
Organisation’s dispute settle- 
ment procedures. 

A WTO appeal panel has 
rejected Ottawa’s attempt to 
keep an 80 per cent excise 
tax on advertising in "split 
run" editions of US maga- 
zines, which have a high 
proportion of Canadian 
advertising but mostly US 
editorial content The panel 
also backed a US complaint 
against postal subsidies for 
Canadian periodicals. 

The magazines dispute has 
its origins in plans by the 
New York-based Sports Illus- 
trated. which has a sizeable 
readership in Canada, to pro- 
duce a “split run" edition in 
Canada. Local publishers 
complained that US maga- 
zines, with vast resources 
and economies of scale. 




Barshefsky: WTO rales stop 
governments using ‘culture’ 
as a pretence for discrim- 
inating against imports 

posed a threat to their sur- 
vival, and to Canadian cul- 
ture in general 
Canada has about a year 
to comply with the WTO rul- 
ing. Officials said the gov- 
ernment would seek other 
ways of protecting publish- 
ers without infringing WTO 


rules. Magazine and 
per publishers, also affected 
by the ban on postal subsi- 
dies, are due to meet inter- 
national trade and heritage 
ministers this week. 

Canada has erected mea- 
sures over the years to pro- 
tect “cultural” industries. 


such as publishing, broad- 
casting and film production. 
These measures are exempt 
from the provisions of the 
North American Free Trade 
Agreement, but the US has 
taken an increasingly 
unsympathetic approach. 

Ms Charlene Barshefsky, 


Eggleton; new communi- 
cations technologies 
challenge traditional 
protectionist devices 

US trade representative, said 
the latest finding “makes 
clear WTO rules prevent 
governments from using 
’culture' as a pretence for 
discriminating against 
imports”. 

The US has complained 
about recent changes in 


Canadian copyright law 
under which a letq on blank 
tapes i a paid into a fund to 
help Canadian aitists. Ms 
Barshefsky .saya JNafta’a 
"national treatment" provi- 
sions require Ui artists 
should share in the noceeds. 

The initial WTO ; nding In 
the magazines dilute ear- 
lier this year triggered a 
debate on the effica ry of the 
government's cultural poli- 
cies. 

Critics say presem policies 
help many large canpanies 
that can look aftc- them- 
selves, but do littlerjto nur- 
ture artists and aut 
define a nation's 
Conversely, some U£ 
nies do more than 
their Canadian 
to support local 

Mr Art Eggleton, 
Canadian trade 
fuelled the cuntrovc 
saying dwindling S3 
among Canada’s 
ners, especially the U{, and 
new commuhicationaitech- 
nologjes challenged 
tioual protectionist 




Insurers 
sign up 
to global 
network 


By Christopher Adams, 
Insurance Correspondent 

The world’s biggest 
insurance brokers have 
signed up their first paying 
customers for a global elec- 
tronic network they say 
could cut transaction costs 
by up to 40 per cent 

Commercial Union and 
Royal & Sun Alliance, two 
UK-based insurers, will with 
the specialist Lloyd's Insurer 
Brockbank Group begin sub- 
scribing to a system allow- 
ing them to conclude deals 
more rapidly with brokers. 
The commercial insurance 
industry has for years lagged 
behind other financial ser- 
vices in developing elec- 
tronic commerce. 

Unlike the securities and 
foreign exchange markets, 
commercial insurance mar- 
kets are still largely paper- 
based, with transactions 
often taking weeks. Brokers 
frequently ferry thick bun- 
dles or paper into Lloyd’s, 
the London insurance mar- 
ket when looking to insure 
a risk, and must hold count- 
less meetings with under- 
writers. 

Four of the world's leading 
brokers have developed a 
system they say wifi allow 
much of this documentation 
to be transferred electroni- 
cally between broker and 
insurer. The project involves 
co-operation between rivals 
facing increasing pressure to 
improve their core busi- 
nesses. Many more commer- 
cial buyers are dealing direct 
with the insurer. 

The four brokers. Marsh & 
McLennan, Aon, Sedgwick 
and Willis Corroon, yester- 
day defended the cost of the 
project, which, has risen to 
£50m ($80m) In the three 
years it has taken to 
develop, with predictions of 
huge cost savings. 

“Insurance brokers are los- 
ing market share,” said Mr 
D ennis Mahoney, chairman 
of World Insurance Network, 
which developed the system 
with British Telecommunica- 
tions. “If we are to prosper, 
we must look at more effi- 
cient business processes." 

The network will use new 
software to allow brokers 
and Insurers to communi- 
cate more easily. A directory 
of 300,000-300,000 contacts 
will allow brokers to select 
underwriters within seconds. 
Subscribers will be charged 
up to £100,000 depending on 
□sage. 


Japan telecom carriers 
warned on US licences 


By Miehiyo Nakamoto 
ki Tokyo 

Japan was warned yesterday 
by the Federal Communica- 
tions Commission, the US 
telecoms regulator, that two 
of its leading carriers will 
not receive licences in the 
US market until Tokyo 
agrees to talks on equipment 
procurement by NTT and a 
dispute over foreign owner- 
ship rules in Japan. 

Mr Heed Hundt. FCC 
chairman, said that without 
such, signals from Japan, the 
commission did not Intend 
to approve or disapprove the 
applications of NTT, Japan's 
dominant domestic carrier, 
and KDD. its largest interna- 
tional carrier. 

Mr Hundt's stance runs 
counter to the view of the 
Japanese Ministry of Posts 
and Telecommunications 
that the issue of NTT’s pro- 
curement of foreign telecoms 
equipment and a 20 per cent 
restricti on o n foreign owner- 
ship of NTT and KDD should 
be separated from the issue 
of US licence applications. 

NTT, which has been 
allowed into the interna- 


tional market, and KDD both 
applied for licences earlier 
this year to operate limited 
telecoms services in the US. 

The US Trade Representa- 
tive's office wrote to the FCC 
asking that NTT and KDD’s 
licences be suspended until 
progress was made on the 
two remaining issues. The 
US Trade Representative is 
keen to renew a bilateral 
agreement aimed at increas- 
ing foreign procurement by 
NTT which runs out in Sep- 
tember and to win Japanese 
consent to dropping the 20 
per cent foreign ownership 
rule that applies only to 
NIT and KDD. 

Mr Hundt is in Japan to 
begin discussions on deregu- 
lation after February's agree- 
ment at tbe World TYade 
Organisation to liberalise 
global telecoms. 

“The issue of real magni- 
tude Mr Hundt said, was 
whether Japan would move 
rapidly enough-on lowering 
its interconnection and other' 
charges and deregulating the 
market to build advanced 
communications. While the 
first phase of global deregu- 
lation saw greater accep- 


tance of the idea of telecoins 
market competition and 
ended happily with the WTO 
agreement the second phase 
was about “making philoso- 
phy reality". 

Japan had a big role to 
play in that respect and 
needed to lower its intercon- 
nection charges, remove reg- 
ulations on competition, par- 
ticularly restrictions on 
licences, and introduce 
greater transparency to its 
regulations. 

Japanese interconnection 
charges are the highest 
among developed countries, 
while licensing often 
involves pre-llcensing negoti- 
ations involving unwritten 
rules. 

• Singapore Telecommuni- 
cations yesterday reduced its 
Integrated Services Digital 
Network international data 
rates by up to 23 per cent, 
making its rates cheaper 
than most of the countries 
With Which Jt bas . jBDiN.- 
liriks. SingTel at present has 
ISDN links with 33 coun- 
tries, including Australia. 
Belgium, China, Hong Kang, 
Japan. Malaysia, the UK and 
the US. 


US misses deadline for 
judging Nafta’s record 


By Nancy Dunne 
In Washington 

The Clinton administration 
yesterday foiled to produce a 
long-awaited report on the 
North American Free Trade 
Agreement (Nafta) on sched- 
ule, saying it had been 
unable to complete the 
report on time. 

Trade specialists in charge 
of the report have had plenty 
of material on the subject 
from outside government on 
which to base their assess- 
ment of the first three years 
of Nafta, in effect since Jan- 
uary 1, 1994. The July 1 dead- 
line for the report, written 
into US law, was preceded 
by a flurry of reports from 
Nafta proponents and foes. 

The conservative Heritage 
Foundation said Nafta had 
helped create “millions of 
new jobs and a robust US 
economy”. The “giant suck- 
ing sound" forecast by Nafta 
opponents “turned out to be 
Americans dr inking up the 
juicy fruits of free trade". 

The Brookings Institution 
concluded Nafta had proba- 


bly created more jobs than it 
had destroyed, while spur- 
ring US-Mexican trade, busi- 
ness partnerships, specialisa- 
tion in production processes 
and direct investment flows. 

Six anti-Nafta groups, 
including the Economic Pol- 
icy Institute and Public Citi- 
zen's Global Trade Watch, 
found Nafta bad contributed 
to wage declines among 
blue-collar workers. “Many 
firms have used the threat of 
moving to Mexico as a 
weapon against wage 
increases and union organi- 
sation,” it said. 

Further, it found that 
“unregulated expansion of 
North American trade had 
made the heavily polluted 
border region much dirtier, 
and more dangerous". 

Anticipating “unqualified 
endorsement of the pact", 
the Council on Hemispheric 
Affairs said this would be 
“nothing more than an irre- 
sponsible political ploy to 
protect the reputation of 
what [the administration] 
sees as one of the premier 
foreign policy achievements 


of its years in office” Nafta 
had been paid for by loss of 
sovereignty in Canada and 
Mexico, which "to an alarm- 
ing extent" had had policy 
decisions shifted to “foreign 
bureaucracies”. 

This week controversy sur- 
faced over government aid 
for employers whose plant 
job losses have been certified 
by the US Labour Depart- 
ment as related to Nafta. A 
survey of employers showed 
several said the job losses 
had no connection to the 
trade pact But the depart- 
ment certified redundant 
workers at these plants as, 
in effect, victims of Nafta 
and declared them eligible 
for a federally funded array 
of benefits. 

Mr Raul Hinojosa, a pro- 
fessor of public policy at the 
University of California ; at 
Los Angeles, believes the 
certifications both overstate 
the number of jobs lost to 
the trade pact and fail to 
account for other, mostly 
non-union, jobs that were 
killed by Nafta but never 
reported. 



WORLD TRADE NEWS DIGEST 


Korean car 
exports surge 

South Korea's main carmakers yesterday announced \ 
strong sales figures for June, ♦hanks to a surge in exports^ 
although domestic sales remained lacklustre because of \ 
the slowing economy. Hyundai Motor, South Korea's 1 
largest carmaker, said its sales in June rose &3 per cent to 
118,764 units from 109.696 a year earlier. Hyundai said 
exports soared 42 per cent to 61,993 units from 43,609 
units, due to the company’s efforts to explore relatively 
new markets, such as Turkey, Greece, Spain and Italy. 

Kla Motors also reported a surge in June sales, which 
rose 73 per cent to 67,746 units from 39,125 a year earlier. 
Kia said exports jumped 343 per cent to 40,093 units from 
9,048 a year ago. when a wildcat strike hampered 
shipments. Domestic sales of Hyundai and Kla dropped as 
they lost ground to Daewoo Motor of the Daewoo Group. 
Daewoo's new model Is popular in the local market 
Daewoo said exports dropped 10.5 per cent to 54,063 units 
in the month from 60,379 units a year before because of a 
lack of cargo ships. However, Daewoo’s domestic sales 
rose 15 per cent to 31,479 units from 27,375 units a year 
ago. Reuter, Seoul 

Malays to finance power plant 

A consortium of Malaysian banks, led by Sime Bank and 
including Bank Bnrmiputra, will lend $105m to 
toriependentJ’crt^ .QPTWjfor constn^tipnof* 

10(MW oil-fired power plainf at Tegata, Tanzania. The 
estimated cast of the project is $12Qm. 

Tbe plant will sell electricity to the stateowned 
Tanzanian Electric Company (Tanesco) for six to seven 
US cents par kilowatt hour plus a capacity charge erf 
between eight to nine US cents per kwh. The power 
station is expected to earn MS20Om (US$79m) a 
year. Asif Hilda, Kuala Lumpur 

Court victory for Hughes 

Hughes, tbe US aerospace company, has won a Judgment 
against an Australian government authority over the 
awarding of a big air traffic control contract 

The Federal Court yesterday found that Australia's 
Civil Aviation Authority had failed to evaluate tenders 
properly when it awarded the multi-million -dollar 
contract in 1993 to Thomson Radar, a subsidiary of 
Thomson -CSF, the French aerospace company. 

The judgment leaves the way open for Hughes to 
receive compensation from the Civil Aviation Authority’s 
successor, Airservices Australia. Bruce Jacques, Sydney 

Danube bridge decision near 

Bulgaria and Romania are to decide to a few weeks where 
to build a second bridge across the Danube, following five 
years of fruitless negotiations over three possible sites 
proposed in a study by Sir Alexander Gibb and Partners, 
the UK engineering consultants. 

A Bulgarian transport ministry official said yesterday 
the new agreement set a timetable for choosing the site 
for a $UQm toll bridge, which would carry road and rail 
traffic. The UK consultancy would carry out further 
studies of the site, selected with EU financing. 

The original study recommended the new bridge should 
link Loin, north of Sofia, with Rastu. But Bulgaria wants 
a bridge linking VI din, western Bulgaria, close to the; 
border with Serbia, with Calafat, in Romania. Romania 
favours the third site further east, which would Unk : 
Turnu Magurele, south of Bucharest, with Nikopol in! 
Bulgaria. Kerin Hope and Theodor Traev, Sofia 

— The rail transport group of Siemens, yesterday said it 
entered a DM2SQm contract to provide Belgium's \ 
state-owned train company Socifite Nationale des ! 
Chemtos de Fer Beiges with 90 hydraulic diesel \ 
locomotives. The engines will be built at the Siemens i 
fa cility in Kiel, Germany. AP-DJ, Franfytrt 
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Minister’s visit to Tehran, caps six months ofSyrian-brokered fence-mending 

Saudis seek rapprochement with Iran 


By David Gardner and 
nobait Cortina-/ ■ 

Inn and’ Saudi Arabia! the 
Gulfs two largest ail produc- 
ers, took a step towards end- 
ing their recent history of 
tense relations yesterday 
with a visit to Tehran by *- 
Saudi minister bearing sea- 
sages Cram. Sing Fahd and: 
his heir. Crown Prince 
Abdullah. 

The visit acestaratesa dis- 
creet process of ftaca-aand- 
ing which has been going on 
over tfa* pastfiix moaths.in 
which Syria,’ Iran’s main 
Arab ally, has ben acting as 
intermediary. •' 

It also follows last week’s 
meeting of the Organisation : 
of ' Petroleum Exporting 
Co untiles, at. 'which Saudi 
Arabia and Iran launched a 
Joint effort to cdnvtuc* other 


Opec, states to rein in aver- 

pm ftnr^ritL ' 

pzixtoe^AbduUah, who has 
long had don- ties to Syria, 
last week attended a meeting 
in the Syrian port of Latakia 
ofctfce Arab antes in the OS- 
led coalition which evicted 
Iraq from Kuwait in 1B9L 
’.The meeting, involving 
- Egypt and’ Syria alongside 
■the Saud^dominated Gulf 
Cooperation Council, called 
hr its flaal communique for 
a new start in Arab-Iranian 
relations. 

Syria backed Iran during 
the 198848 Irah-Iraq war 
whereas- Saudi Arabia; in 
Bfwymyt with its Gulf neigh- 
bours, helped finance and 
arm President Saddam Hite; 
sein’s regime- as a bulwark 
against the expansion of 
Iran's Islamic revolution. 

Saudi Arabia, Kuwait wad 


Bahrain, have- since fre- 
■ ^umtly accused inn of try- 
ing to export its Islamist Jar- 
‘ vpur to the SMa Moslem 

S ides in their predomi- 
1 Sunni Moslem cotm- 
and the Santt-authori- 
• ties have had bloody dashes 
hm. Iranians on the annual 

^^TWHg g to : • 

But three factors have 
Jaow combined to make 
■ ^endl-Iranian rapproche- 
rfasat worth expiating. 

■> First, the Saudi ruling 
V'disdly, along with virtually 
e&, Arab govexuments. is 
concerned that Israel's 
&fusal to hand back con- 
quered Arab lands through 
tha US-sptateored peacepro- 
. : Aess is cr aiding a popular 
tdiirii particslariy 
threatens countries such as 
Egypt and Saudi Arabia 
<3osely allied to Washington. 


Arab ranks are dosing and 
Syria would . like to 
strengthen than -with Iran’s 
support because, second, 
most Ajab regimes are also 
very wary of the growing 
alliance between Israel and 
Turkey. 

Thhd. acme Arab govern- 
ments believe the election in 
May of Mr Mohammed Kha- 
tami as Iran's new president 
could open a new chapter in 
Arab-Xnmian relations. Mr 
Tfhafrnni is a liberal. in the 
Iranian context, who has 
stre sse d the rule of law and 
the need, for Iran to co-oper- 
ate with its neighbours in 
the interest of regional sta- 
bility. 

Brrfh countries also share 
a desire to see- a continua- 
tion of the relatively high oil 
revenues they have enjoyed 
over the past 18 months or 
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so. They also share a fear 
that over-production by 
some Opec countries could 
weaken oil markets over 
next year, hence last week’s 
joint e ff ort at the Opec meet- 
ing in Vienna. 


' - ...laaMM.NHetfZn. . 

Such a public display of 
ooKgteratioa surprised some 
analysts, although others 
noted the two countries bad 
previously - pushed aside 
political differences to reach 
agreements on oQ issues. 


Unravelling Egypt’s business red tape 

Mark Huband on th& hidden depths of bureaucracy that help frustrate the economic reformers 




F oreign investors wishing to 
take advantage of Egypt’s 
rapid moves toward a mod- 
■ em, open economy have welcomed 
- Cairo’s efforts to weaken the power 
of the unrefbrmed bureaucrats who 
so often lurk In the shadows of 
reformers. 

. Sager to doable test year’s 5800m 
foreign ., direct .investment, the 
Egyptian govemnwo* has passed a 
company law intended to cut red 
tape. New companies now have a 
one-stop registration procedure 
with -the Investment Authority, 
while tax incentives toe Intended 
, to make Egypt the most attractive 
1 buMhess destination in the region. 

“Obviously X think it's a good 
place to invest,* said Mr Mohamed 
Atiyeh, the M ***"**" ghuhram of 
the Cairo- based Arab European 
Company, whiter manufactures 
irrigatimrequipment 
This Is in part by the 

E£800,QQ6 0235,000) profit his com- 
pany mads last year. But that has 
bean less on his mind than has a 
two-year disputa within the com- 
pany, the conduskm of add ch has 
revealed the shortcomings of 
Egypt's busfawearelated infrastruc- 
ture. ’ 

■ Mr Atiyeh fen out wi& hte Greek 
partner two year* ago over a ded- 
sten to tmy equipment for the UDflO 1 


pany’s Cairo plaxri from another 
company owned by his partner- Mr 
Atiyeh jOttfected to the cost, saying 
-equipment could' be bought 
h?orcriieep&^ Since 1996 

his partner- has attempted to pre- 
vent him raising an objection to 
the purchase at board meetings, 
and eventually tried to reconstitute 


‘What I have 
found is that 
the problem lies 
at the lows: and 
the middle 
management’ 


the board of directors to sflence 

Mm. 

The dispute reached its climax 
hot month after an increasingly 
bitter legal battle. Mr Ibrahim 
Fxwrt, the respected chairman of 
. the Investment Authority, was able 

tO Offer BO nrtur then fly 

sate of one partner's shares to the 
other. Mr Atiyeh agreed to pay . 
8780,000 for SO per cent of the cotu- 
hpor owned by the Greek pextnsr. 


which he said was glSOAOO more 
fhar. tip reckoned thA cHm-pp to be 
worth. 

Tt deans that at the top level 
people are very keen and very seri- 
ous about attracting investment 
and facilitating the climate for 
investment,” Mr Atiyeh said. 
What I have found is that the 
problem lies at the lower «nd mid- 
dle iwmiigwnwtf These people are 
«rHn more or the problem.” 

According to Mr Atiyeh, the legal 
advice of the institutions which 
became involved in the dispute - 
the Investment Authority, the Reg- 
istrar of Conroanies «md -th** Cani- 
tal Market Authority - was binned 
by mtamrifTstanrttngs and favouri- 
tism. 

“They created problems because 
they wrongly interpreted the law.” 
said Mr Ahmed d-Sherbtny. legal 
adviser to the Arab E u rope an Com- 
pany. 

At the heart of the problem was 
a mmpany rule which stated that 
no individual shareholder had 
more than 25 per cent of the votes 
at the company annual general 
meeting. 

This stipulation. Mr eJ-Sbattny 
said, is one the Egyptian govern- 
ment lnddii iyw f naftwly in dy 
past. Though it la no longer 
demanded, it i wcu ai n s in the rulea 


of individual companies. “There 
was- complete confusion in the 
Investment Authority legal depart- 
ment," said Mr el-Sherbiny. 

The Investment Authority says 
the confusion stemmed from the 
company's rules rather the 
law. 

M AH the lawyers have tried to 


‘I think the 
lesson is that 
people have to be 
careful when they 
adopt a set of 
unorthodox laws’ 


find loopholes in the company by- 
laws," said Mr Fawzi, the reform- 
minded chairman of the Invest- 
ment Authority. The dispute led to 
Egypt’s ambassador in Athens 
being summoned to the Greek for- 
eign office mnM thraata that Egyp- 
tian -Greek business relations 
would be harmed. The Greek 
ambassador in Cairo met Mr FawzL 
But the question at the heart of the 
dispute was whether or not Egypt 


had the instruments to resolve 
such problems. 

“I think the only lesson from this- 
is that people have to be very very 
careful when they decide to adopt a 
set of unorthodox by-laws,” Mr 
Fawzi said. “My interference in 
this case was not really out of an 
official position. The two sides 
were not of the understanding that 
they could achieve a result 
through arbitration.” 

The dispute has not clarified 
which authority was responsible. 
Now the government is seeking to 
attract, with little apparent suc- 
cess, anchor investors for some of 
up to 40 state-owned companies it 
is seeking to privatise by the end of 
this year. As the private sector 
takes on a greater role, the 
demands for safeguards will 
grow. 

“It is one of the weak points of 
the bureaucracy, that the Invest- 
ment Authority put themselves in 
the position of a judge," said Mr 
Atiyeh. “They shouldn't have put 
themselves in that position In the 
beginning. Meanwhile, there's a 
conflict between the Investment 
Authority, the Capital Market 
Authority and the Companies' Reg- 
istrar. Each party put the blame on 
the other.” 


international NEWS DIGEST . 


Mugabe plans 
to tax farms 

Zimbabwe's President Robert Mugabe said yesterday he 
would expand a controversial land acquisition law to 
include an agricultural tax and bar foreigners and 
companies from owning land. 

In an address to a new session of the parliam ent of 
Zimbabwe, Mr Mugabe also said his 17-year-old 
government would in the coming year sub-divide large 
farms into small commercial holding to enable easy 

entry of the country’s black majority into commercial 
agriculture. 

Mr Mugabe's government has acquired about 3m 
hectares, mostly from white commercial termers, since 
1992 under a land Acquisition Act that allows it forcibly 
to buy terms to resettle landless black p easants. 

Yesterday. Mr Mugabe said his government still 
intended to buy over 5m more hectares to fulfil its 
resettlement plans. Reuter, Harare 

Jordan capital markets open 

Jordan’s capital markets will be thrown open to foreign 
investors after the government yesterday scrapped the 50 
per cent ownership coiling ou most stocks. The measures 
follow the liberalisation of foreign currency unveiled at 
the weekend and signal the government's commitment to 
press ahead with economic reforms and deregulation, 
primarily aimed at attracting foreign investment. 

Under the new reforms, foreigners will be able to buy 
stakes of up to 100 per cent in most sectors, including 
b ankin g, insurance, telecommunications and transport. 
However, the construction, the retail trade and mining, 
particularly the lucrative potash mines on the Dead Sea, 
have been excluded. Judy Dempsey, Jerusalem 

Israel budget deficit soars 

Israel’s budget deficit soared to ShkS.i3bn (8870m) in May, 
fuelling: concerns about the government's ability to cut 
the deficit to 2A per cent of gross domestic product this 
year compared with 4.6 per cant in 1997. The deficit, 
higher than finance minis try forecasts, was caused by 
interest payments on government loans as well as a 
bonus paid to civil servants. The April deficit was 
Shk396m. 

A report this week by Hanot Ratnnha Investments 
doubted the government could meet its target and warned 
that a failure to tackle the deficit “may lower Israel’s 
international economic s tanding ”. Judy Dempsey 


Rand survives easier controls 

The rand strengthened slightly against the dollar 
yesterday as South African hanks reported only modest 
interest by local residents in taking advantage of the 
relaxation of foreign exchange controls. From yesterday 
South Africans were able to apply for up to R200.000 
($44,000) in foreign currency, to be held locally or invested 
overseas. The rand closed in Johannesburg at R4.53 
against the dollar. 

Mr Trevor Manuel, the financp minister, announced the 
concession in his March budget as part of the 
government's commitment to abolish remaining exchange 
controls. The Reserve Bank estimated that R3bn-R5bn 
could leave the country as a result of the relaxation. But 
officials said it might be three mouths before local 
demand could be assessed. Roger Matthews, Johannesburg 
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in US 


signals slowdown 


By Gerard Baker 
in Washington 


US construction 


Fresh signs emerged 
yesterday that the US econ- 
omy was set on a path of 
slower growth. Construction 
spending fell sharply in May. 
while the pace of manufac- 
turing growth slowed in 
.lune. two reports showed. 

Construction outlays 
dropped by 1.S per cent from 
a month earlier, to a season- 
ally adjusted annual rate of 
$5S5bn. the steepest fall in 
three years, the Commerce 
Department reported. But 
the decline followed a sharp 
upward revision or the data 
for April, suggesting the 
trend of construction spend- 
ing remains on a gently ris- 
ing path. 

The monthly figures from 
the Commerce Department 
have become subject to 
increasingly large subse- 
quent revisions recently. 
The more reliable longer- 
term average shows con- 
stnjction spending increased 
by 1.5 per cent in the three 
months to May compared 
with the previous three 
months. 

Both public and private 
sector construction fell last 
month, but the broader 
trend suggests public sector 
outlays have been Hat since 
the end of last year, while 
private sector spending has 
been growing steadily on 


Exp-snditur# 

(month on montn % change) 

3 
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both residential and com- 
mercial projects. 

In a separate report, the 
nation's purchasing mangers 
reported a sharp slowdown 
in the growth of manufactur- 
ing activity in .June. The 
National Association of Pur- 
chasing Management said its 
monthly managers' survey 
showed a fall iu the number 
reporting growth in new 
orders and backlogs last 
month. 

The NAPM's main index 
fell to *8.7 in .June from 57.1 
a month earlier, but the fig- 
ures suggest manufacturing 
activity is still growing 
strongly, albeit at a slower 
pace than in the previous 
month. A NAPM reading of 
more than 50 is consistent 
with an expanding manufac- 
turing sector. 


The survey also pointed up 
the continuing benign fea- 
tures of the expansion. Pur- 
chasing managers said 
employment growth acceler- 
ated again last month, while 
prices paid fell at a faster 
rate than in May. 

“Purchasing executives' 
comments on business condi- 
tions remain optimistic," 
said Mr Norbert Ore. chair of 
the NAPM’s business survey 
committee. 

A further study yesterday 
suggested the economy can 
expect to maintain moderate 
growth over the rest of 1997. 
The Conference Board, a pri- 
vate sector business 
research group, said its 
index of leading indicators 
gathered strength in May. 
after faltering in ApriL The 
index, a fairly reliable pre- 
dictor of economic condi- 
tions in six months' time, 
increased by 0.3 per cent to 
103.8 in May. 

Overall the reports indi- 
cate an economy expanding 
at a moderate rate in the sec- 
ond quarter of 1997. The 
pace of growth represents a 
significant slowdown from 
the first quarters annual 
rate of 5.9 per cent, and is 
likely to be gentle enough to 
persuade the Federal 
Reserve not to raise interest 
rates at the current meeting 
of its policy-setting open 
market committee, which 
ends today. 



AMERICAN NEWS DIGEST 


Impeachment 

vote in Brazil 


The state legislature of Santa Catarina, the southern 
Brazilian state, has voted to begin a process or 
impeachment against the governor. Mr Paulo Afonso 
Vieira, over his alleged role in a lung-running scandal 
about bond issues. 

In a separate action. Mr Vieira won an injunction at the 
Supreme Federal Tribunal. Brazil's highest court, which 
wili at the very least delay the impeachment process rar a 
number of months. 

Mr Vieira Is the latest politician to be caught up in the 
scandal which has been the subject of a six -month 
congressional inquiry in Brasilia. Senators leading the 
investigation claim the states of Santa Catarina. 
Pernambuco and Alagoas. and the city of Sdo Paulo, 
illegally issued over Slbn of bonds. Othe r state governors 
involved have so Tar avoided impeachment votes .though 
Mr Celso Pitta, mayor of Silo Paulo, has had his assets 
frozen and faces a legal challenge to strip him ol his 
office. 

Under the injunction won by Mr Vieira, he cannot he 
removed from the governorship until the evidence has 
been examined by a special commission of the state 
assembly and Santa Catarina deputies have voted again 
to impeach him. The case would then have to pass to a 
special tribunal of five judges and five politicians fur a 
final verdict. 

The impeachment vote has exacerbated tensions in ilie 
government coalition in Brasilia as Mr Vieira's party, the 
PMDB. and two of the parties which voted against him in 
Santa Catarina, the PFL and the PSDB. are allies at the 
national level. In a tense atmosphere in the state 
assembly yesterday scuffles broke out between deputies 
after the vote. Geoff Otter. Sao Paulo 


$200m flood aid for Chile 


Tens of thousands of people were on 
emergency alert yesterday after Popocate- 
petl (above), the giant volcano near Mexico 
City, belched red-hot rocks and clouds of 
ash in its biggest eruption in 72 years, Reu- 
ter reports. Ash and acrid gases showered 


down on mucb of Mexico City from the 
snow-capped 17,887 ft volcano, forcing tem- 
porary closure or the international . airport. 
Troops were rushed to 30 villages at the 
foot of the volcano 33 miles southeast of the 
capital. 


Agreement would be fund’s fust programme to incorporate issues of good government 


'gei 


working out IMF spending pact 


Emergency aid of $200m to repair damages and provide 
new homes for the victims of flooding in the central and 
southern areas of Chile during the past three weeks has 
been announced by President Eduardo Frei. 

The bulk of the aid. to be spent over the next 12 
months, is to go on bousing, road repairs, and to reinforce 
river and canal defences in preparation for what is 
expected to be an unusually rainy winter. This is the 
probable impact of the climatic phenomenon known as El 
Nino, a warm-water current which appears sporadically 
off the coast of South America. 

Chilean exporters ore pressing for more effective 
government aid to help keep clear the main posses over 
the Andes, blocked by snow for several day's during the 
worst of the storms. Imogen Mark. Santiago 


By Stephen Ficfler, 
Latin America Editor 


Argentina is negotiating a 
ground-breaking economic 
programme with th- 
International Monetary 
Fund aimed at improving 
the quality of government 
spending. 

If the three-year 
programme, a so-called 
extended fund facility, is 
negotiated, it would be the 
first IMF plan to incorporate 
issues of good government. 


The method by which 
targets can be established, if 
at all. on qualitative issues 
has yet to be settled. 
However, the programme 
should come into effect 
about the beginning of next 
year. 

IMF programmes usually 
target measurable economic 
indicators such as inflation, 
budget deficits and the level 
of foreign exchange reserves. 

Mr Pablo Guidotti. 
Argentine minister of 
treasury, said that over the 


period of the programme, 
Argentina aimed to reduce 
its debt to multilateral 
institutions such as the IMF 
and would only draw funds 
from the IMF facility if the 
government’s access to the 
markets was closed. “The 
financial aspect is the least 
important," he said. 

The aim would be to have 
the IMF help improve the 
quality of government 
spending and the budget 
process, and increase the 
efficiency of tax 


administration, be added. 
However, both the IMF and 
the World Bank are devoting 
increasing attention to 
questions of "governance", 
such as corruption. 

Economists are also 
attaching increasing 
importance to the quality of 
government as an issue 
encouraging development 

The World Bank's World 
Development Report, 
published last week, said 
that in countries with good 
governance and sound 


policies, real income per 
head grew at 3 per cent a 
year in the two decades to 
1993. 

With reasonable policies, 
but poor government, 
growth per head was only 1.4 
per cent. In countries with 
neither, it was a mere 0.4 per 
cent 

In a speech in May to 
Argentine bankers, Mr 
Michel Camdessus, IMF 
managing director, outlined 
three “key tasks" for the 
state: a transparent 


regulatory system, a 
professional and 
independent judicial system, 
and an improved quality of 
government spending. 

The minister of justice was 
more important than a 
minister of economy in the 
task of development, be 
declared. 

Mr Elias Jassan, Argentine 
justice minister, quit last 
week after admitting 
contacts with a controversial 
local businessman, Mr 
Alfredo Yabran. 


Saez tops Venezuela poll 


Ms Irene Saez, the former Miss Universe from Venezuela 
and now mayor of the Caracas district of Chacao. is well 
ahead of the field for next year's presidential election, an 
opinion poll said yesterday. Ms Saez. who has not yet 
declared her candidacy for the December 1998 election, 
was the preferred candidate of 41L3 per cent of those 
questioned. 

Political analysts say her popularity stems from high 
public recognition. She has served two successful terms 
as mayor of Chacao during which the crime rate has 
dropped and public services improved. Ms Saez’s nearest 
rival, former Carabobo state governor Mr Henrique Salas 
Romer. trailed with 13.2 per cent Rearer. Caracas 
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Fears are growing that more countries in the 
Caribbean may switch allegiance to Beijing 
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Trading in derivatives and 
other instruments generated 
record earnings of S2.4bn for 
the US banking industry m 
tbe first three months of 
this year, according to an 
official estimate yesterday. 

The Office of the Comp- 
troller of the Currency, 
which regulates nationally 
chartered banks, said this 
was 28 per cent more than 
the banks earned in the pre- 
vious three months. 

It conies at a time when 
such instruments have 
retreated as a major cause 
of concern for US financial 
regulators. This first arose 
in 1993 at a time when 
derivatives were little 
understood, leading to a 
wave of official studies and 
an increase in the amount of 
information banks and oth- 
ers bad to disclose about 
their derivatives activities. 

The trading of such 
instruments, whose value is 
largely determined by refer- 
ence to some other market, 
such as stocks or currencies, 
has now become a more i 
familiar and less controver- 
sial part of the financial 
markets. 

The overall health of the 
derivatives markets has 
been helped by the low level 
of credit losses suffered by 
traders. The value of con- 
tracts on which payments 
were more than 30 days late 
in the first quarter of the 
year amounted to less than 
0.01 per cent of the total, the 
OCC said. 

"This low delinquency fig- 
ure reflects both the current 
healthy economic environ- 
ment and the generally high 
credit quality of counter- 
parties and end-users with 
whom banks presently 
engage in derivatives trans- 
actions, as well as the 
Increased use of collateral,” 
it added. 

Derivatives based on 
Interest rates generated 
earnings of Sl-4bn during 
the quarter, while foreign 
exchange instruments pro- 
duced earnings, of SfiSOm. 
Banks also earned 8246m 

from equity derivatives and 
$9 7m from commodity con- 
tracts. 


By Canute James in 
Montego Bay 




M r John Chang. 
Taiwan's foreign 
minister, will 
today begin a 10-day visit to 
several Central American 
and Caribbean countries, to 
shore up faltering diplomatic 
support from the region. 

About a half of the 30 
countries which recognise 
Taiwan are in the Caribbean 
basin, but there are 
indications that several 
might follow the B ahamas , 
which last month switched- 
diplomatic ties from Taiwan 
to China. 

The Bahamian move 
coincided with the approval 
by the Caribbean 
Development Bank of an 
application by China to 
become a non-regional, 
□on-borrowing member, 
despite calls from several 
members that Taiwan 
should also be admitted. 

The Dominican Republic, 
which has diplomatic ties 
with Taiwan, said last week 
that it will re-establish 
economic ties with China 
this month to gain access to 
that country’s growing 
market. 

Dominican officials said 
this indicated a “change in 
diplomatic emphasis" which 
would eventually lead to a 
break in ties with Taiwan 
and the establishment of 
diplomatic links with China. 

Mr Chang's visit will 
precede a visit to Panama in 
September by President Lee 
Teng-hui to attend a 
conference on the future of 
the P anama canal 
Caribbean and Central 
American government 
officials say that Mr C han g 
will be trying to consolidate 
a bloc of regional diplomatic 
support for the island, which 
is regarded by China as a 
breakaway province. Beijing 
does not recognise countries 

which have diplomatic ties 
with Taiwan. 

Taiwan's concern about 
defections to China has 
deepened because it fears 
that this week's handover by. 
Britain of Hong Kong to 
Ch i n a will bring it increased 
pressure from Beijing. "Now 
is the time that Taiwan 



Taiwan's President Lee (left) and foreign minister Chang 


needs its friends, but it 
seems to be losing them," 
said one Caribbean diplomat. 

Mr Chang will reinforce 
Taiwan's economic 
assistance to the countries 
in the region with which it 
has diplomatic links, and is 
likely' to promise increased 
support through an 
economic co-operation pact 
which it has with seven 
Centra] American nations. 


M r Chang hopes to 
agree a similar 
pact with several 
eastern Caribbean islands. 
The Bahamian decision to 
switch to China is a result of 
the handover of Hong Kong. 
The archipelago of 260.000 
people hopes to become a big 
player in the region's 
growing shipping business 
with the recent 
commissioning of an $ 80 m 
trans-shipment terminal on 
Grand Bahama Island. 

The container terminal is 
a Joint venture between 
Hutchison IntemaHnn.ii Port 
Holdings, the port operating 
division of the Hutchison 
Whampoa Group of Hong 
Kong, and the Grand 
Bahama Port Authority. 

With the return of Hong 
Kong to Chinese rule, Hong 
Kong-based companies, such 
as the Hutchison Whampoa 
Group, have come under 
Chinese jurisdiction. 


Bahamian officials said 
Taiwan had indicated its 
"discomfort" with a Chinese 
company having such an 
important role in the 
country’s economy. 

"The planned expansion of 
Bahamian economic, 
investment and trade 
relations In Asia and the 
return of Hong Kong to 1 the 
People's Republic of China 
from July l, have not been 
without effect upon the 
government's decision." said 
Mrs Janet Bostwick, 
Bahamas' foreign minister. 

A wholesale and 
immediate defection of 
Taiwan's friends in the 
Caribbean basin is unlikely, 
say regional diplomats. They 
suggest, however, that Mr 
Chang's visit wili be 
fallowed by increased 
financial assistance from his 
government to countries 
such as Grenada which show 
little inclination to switch tn 
China. 

“We are aware of what is 
happening in the 
international community 
these days, and we have 
difficulty getting meaningful 
help," said Mr Keith 
Mitchell, Grenada's prime- 
minister. 

“I find it extremely 
difficult to not want to use 
the resources made available 
to us by a traditional 
friend." 
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Governments strive to avoid repeat of last year’s clashes over parade in nationalist streets 


Irish PM urges ban on Protestant march 



By John Mirray Brown in Belfast 

The governments of Britain and 
the Republic of Ireland were on a 
collision course last ni gh t after Mr 
Bertie Ahem, the Irish prime min- 
ister, urged the UK not to allow an 
Orange Order march on Sunday 
from Drumcree to Portadown. Last 
year's Inarch in the area pitched 
Northern Ir eland into weeks of sec- 
tarian unrest. 

"Clearly no one wants to see the 
march forced through as it was last 
year,* 1 Mr Ahem said. "No one 
wants to see people reined in as 
they were last year." He was speak- 
ing In Belfast, the capital of North- 
ern Ireland, after Ms Mo 

Mowlam, chief minister for North- 
ern Ireland in the British govern- 
ment. 

Mr Ray Burke, the Irish foreign 
minister, said on RTE radio in 
Dublin that It would be folly for 
the march to be forced through" on 
the Orangemen's traditional route 
down the Garvaghy Road, the cen- 
tre of nationalist opposition. 

The British government's deci- 


sion to allow the parade through 
the area last year triggered violent 
clashes between police and nation- 
alist residents. 

Ms Mowlam said no decision had 
been made about whether to allow 
the march or to re-route it and she 
was still trying to find a compro- 
mise between residents of the Gar- 
vaghy Road and local Orangemen. 

Speaking at the Irish Congress of 
Trade Unions conference in Bel- 
fast Mr Ahem applauded MS Mow- 
lam's "excellent efforts" to find a 
local solution to the crisis and said 
be would do all he could to help. 
But asked If he would support her 
decision on the march, Mr Ahem 
said: "That will depend on what it 
is.” 

Last summer, Mr Ahem, then in 
opposition, was highly critical oT 
Britain's decision. His comments 
yesterday indicate that his govern- 
ment will not offer unconditional 
support to Ms Mowlam. 

Mr Ahem last night met the Gar- 
vaghy Road nationalist residents’ 
groups in Dublin to urge a compro- 
mise solution. He is also due to 


discuss the matter in his first meet- 
ing with Mr Tony Blair, the British 
prime minister, in London tomor- 
row. 

Tension was further raised last 
night by an announcement that 
Roman Catholic residents to Drum- 
cree planned to stage nightly pick- 
ets. They said the decision was 
Intended "to demonstrate to Mo 
Mowlam that we are not the least 
worst option and we are not the 
lesser of two evils". 

Ms Mowlam said she was "a bit 
surprised” by the announcement 
but hoped that it would be lawful 
and that "common sense would 
prevail". 

The two governments were 
thought to be considering a com- 
promise under which, the Orange- 
men would be allowed' to march on 
condition that the parade was post- 
poned until November, when ten- 
sion in the region might be lower. 
• A London jury failed yesterday 
to reach a verdict in the trial of an 
alleged IRA gang accused of plot- 
ting to blow up a series of 
electricity supply stations across 


London and south-east En gland. 

During the three-month trial at 
the Old Bailey (the central crimi- 
nal court), the prosecution claimed 
that eight men conspired Last July 
to cause explosions to and around 
the capital It was part of a spectac- 
ular scheme that would have 
plunged large parte of the region 
into darkness, the prosecution said. 

The men were arrested at three 
addresses to south London and one 
in Birmingham after an 
undercover police surveillance 
operation in which alleged bomb- 
making equipment was discovered. 
Seven of the eight are accused of 
being members of an IRA active 
unit operating on the British main- 
land. All eight deny conspiring to 
cause explosions. 

One of the accused men claimed 
in evidence that detectives had 
uncovered the blueprint for an 
elaborate hoax. He said the plan 
was to make the authorities shut 
down electricity supplies them- 
selves in the belief that fake 
devices planted at the power sta- 
tions were real bombs. 
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A policewoman guards a London 
court in which seven men are 
accused of being IRA members 


Rivals of IRA borrow its terror tactics 


T he Irish Republican 
Army still has the 
capacity to grab Inter- 
nationa] headlines. But their 
deepest enemies, the "loyal- 
ist" paramilitary groups, 
equally hold the key to 
whether Northern Ireland 
lives in peace or disinte- 
grates into sectarian vio- 
lence. 

During the "troubles" of 
the 25 years from the arrival 
of British soldiers in 1969 to 
the IRA ceasefire of 1994, the 
passions of the majority 
Totes tant community - 
died by "loyalist extrem- 
?” - has driven the politi- 
agenda as much as 
cks by the IRA. 
ie main loyalist paramil - 
£ groupings - the Ulster 
f,iteer Force, the Ulster 
ice Association and the 
Inland Commando - are 
pa under the Combined 
th^t Military Command 
to ah its self-proclaimed 
is essentially reac- 
Bji help "defend” the 


Paramilitary groups condemn ‘increasing pressure from 
America and the Irish government’, reports Jimmy Burns 


Protestant community and 
members of the security 
forces from attacks by the 
IRA and other republican 
paramilitary groups. 

The loyalist organisations 
have tried to mirror the IRA 
and Sinn Fein, the IRA's 
political wing, by linking 
themselves to political par- 
ties. The UVF is close to the 
Progressive Unionist party 
and tiie UDA to the Ulster 
Democratic party. Further 
echoing the IRA, they have 
also targeted innocent mem- 
bers of the opposite commu- 
nity, in this case Roman 
Catholics. Similarly they 
have intimidated members 
of their own Protestant com- 
munity with extortion and 
“p unishme nt beatings". 

Officially, the CLMC has 
suspended military 
operations since declaring a 


ceasefire in October 1994, 
although the containment of 
loyalist terrorist activity has 
been under strain ever since 
the IRA ended its ceasefire 
with a bomb in London in 
February last year. 

Both the Progressive 
Unionist and Ulster Demo- 
cratic parties made substan- 
tial electoral gains to Belfast 
during May’s local elections 
in Northern Ireland. Yet 
there is no certainty that 
loyalist extremists are pre- 
pared to accept a democratic 
non-violent agenda. 

Leaders of Sinn Fein, 
includin g chief strategist Mr 
Martin Me Guinness, insist 
that the CLMC - with the 
“connivance” of the British 
army and police - is follow- 
tog a policy of "no claim, no 
blame". 

While the IRA continues 


to admit responsibility for 
attacks, mast of the continu- 
ing attacks on Catholics 
remain unclaimed by the 
CLMC or any single loyalist 
paramilitary organisation 
linked to it- They include in 
the past two months one car 
iwmh attack, a shooting, and 
nne fatal mass lynching. 

Security sources believe 
that such attacks reflect con- 
tinuing tensions within the 
CLMC - which has never 

bad fha nr gardgatirmnl disci- 
pline of the IRA. 


O ne focus of major 
concern is the activi- 
ties of a group out- 
side the CLMC called the 
Loyalist Volunteer Force 
(LVF) which is thought to 
have carried out a series of 
attacks on Catholics over the 
past year. 


It is also thought to have 
infiltrated some of the 
annual pa radaa of the loyal- 
ist Orange Order which last 
summer sparked off riots 
throughout Northern 
Ireland. A planned Orange 
Order parade for this Sun- 
day at Drumcree is at pres- 
ent the issue Of maximum 
tension in the region. 

According to security 
sources, the military 
strength of the LVF and the 
CLMC Is smaller than the 
IRA’s, partly because their 
access to international sup- 
pliers has been more limited 
and partly because they rely 
on the British army and the 
Northern Ireland police to 
contain republican paramili- 
tary activity. 

The combined armed 
strength of the loyalist para- 
militaries is thought to be 


about 200 compared to 
between GOO and 600 on the 
IRA’s side. While they have 
no shortage of small arms, 
their bomb-making capacity, 
including the use of Semtex, 
falls short of the IRA’s. 

Air Jim Rogers, a Belfast 
member of the Orange 
Order, warned yesterday 
that loyalist paramilitaries 
were becoming increasingly 
angry about what they saw 
as "increasing press u re from 
America and the Irish gov- 
ernment” to bring “ntA/Sinn 
F§in” into negotiations. 

“The feeling is that the 
British government has 
made too many concessions 
and is letting other people 
dictate how to run our 
affairs, " Mr Rogers said. 

Ominously, Mr Rogers 
warned that the government 
was risking fuelling a vio- 
lent loyalist backlash if it 
was seen to concede too 
much to the Catholic com- 
munity during this sum- 
mer’s marching season. 
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,unple zone: with test dummy in the driving seat, a Rover 600 meets an immovable force in the road research laboratory 

Mercedes and BMW score low in crash tests 


By John Griffiths in London 

Mercedes, BMW and Saab are in the 
bottom half of safety rankings for 
safety tests of medium cars released 
yesterday. They came well below the 
Ford Mondeo and General Motors Vec- 
tra. Only Volvo’s S40 family saloon, 
product of a Netherlands-based joint 
venture with Mitsubishi of Japan, 
gained a maximnm safety score in the 
tests by the Enro NCAP consortium. 

The consortium is comprises the 
Federation Internationale de I’ Auto- 
mobile, the umbrella organisation for 


the world’s motoring clubs; Interna- 
tional Testing, grouping 25 European 
consumer organisations; the Swedish 
government's National Road Adminis- 
tration; and the UK's Department of 
Transport, Automobile Association 
and Royal Automobile Club. 

The tests, conducted at the Trans- 
port Research Laboratory in southern 
England, were attacked by the Society 
of Motor Man ufa cturers and Traders 
as misleading to consumers. The soci- 
ety and the European Automobile 
Manufacturers Association reacted 
similarly in the spring when Euro 


NCAP published crash tests criticising 
“supe rminis“ . The tests are conducted 
at 64 kph for the frontal impact 
against a barrio: and at 48 kph for 
side impact - well above the standards 
of "official" EU tests to be introduced 
next year. 

Only Volvo’s S40 merited a four-star 
rating. Ford's Mondeo, the Nissan Pri- 
mers, Renault Laguna, Vauxhall Vec- 
tra and Volkswagen Passat achieved 
three stars. Two stars went to the Audi 
A4, BMW 3-Series, Citroen Xantia, 
Mercedes C-Class, Peugeot 406, Rover 
600 and Saab 900. 


By Robert Taylor and 
Michael Skapinker 

The threat of industrial 
conflict at British Airways 
which could affect the com- 
pany in many countries 
increased last night with the 
announcement that 9,000 
cabin crew who are mem- 
bers of the Transport and 
General Workers’ Union will 
strike for 72 hours from next 
Wednesday at the start of a 
promised rolling programme 
of stoppages. 

The union's ground staff 
members also In dispute 
with BA agreed yesterday to 
a 48-hour pause until I4h00 
London time tomorrow 
before deciding on strike 
action, allowing negotiations 
to proceed with manage- 
ment They are opposed to 
BA's decision to sell off its 
award-winning catering 
operations to another com- 
pany. 

Relations between the air- 
line and the TGWU wors- 
ened last night when Mr 
Robert Ayling, BA chief 
executive, said he had writ- 
ten to Mr Bill Morris, the 
union’s general secretary. 


suggesting that an outside 
mediator be brought in to 
help solve the cabin crew 
dispute. 

Mr Ayling said Mr Morris’s 
response had been to 
announce the strike. Mr Ayl- 
ing said this was “confronta- 
tional union behaviour of 
the worst sort”. He was not 
prepared to renegotiate an 
agreement the company had 
already reached with Cabin 
Crew 89, a smaller union. Mr 
Ayling said rivalry between 
the two unions was the 
cause of the dispute. 

"The issue at stake now is 
how BA is being managed." 
Mr Morris retorted. 

The gravity of the looming 
conflict was highlighted by 
the intervention of the 
Trades Union Congress 
backed by the main UK 
unions with members 
employed by BA. It warned 
the company it would call 
for a consumer boycott of 
the airline if the strikes go 
ahead. The TUC added it 
would call on trade unions 
around the world and the 
International Transport 
Workers' Federation to take 
“supporting action”. 


Bond salesman wins race case against Goldman 


By Robot Taylor In London 

An African-American bond 
salesman employed by Goldman 
Sachs in London has won his case 
before an industrial tribunal where 
he alleged he had lost his job 
because of racial discrimination. 
Mr James Curry, who worked for 
Goldman Sachs from 1990 until 


January 1995, claimed that his sal- 
ary had been cut and he had been 
passed over for promotion before 
being made redundant because of 
his racial origins. 

"This is the first stage of my 
battle,” said Mr Curry lest night 
"The tribunal have yet to decide 
the amount of my compensation. I 
am, however, delighted with what 


we have achieved so far. Bringing 
this case was the most difficult 
decision of my life." 

"What has sustained me 
throughout this time was the 
thought this was not just shout 
me." he added. "I hope this win 
encourage and promote fairer 
employment practices within Gold- 
man Sachs.” Mr Cuny works now 


as a managing director for Merrill 
Lynch. 

Goldman Sachs said last night it 
did not agree with the tribunal's 
ruling. "Discrimination on any 
grounds is and always has been 
strictly forbidden by our business 
principles and standards of prac- 
tices," it said. 

"Discrimination would be 


directly contrary to our central 
philosophy and the pre-requisite 
for our success." 

Goldman Sachs said that it had 
staff from 53 nationalities repre- 
sented in its London office atone. 
Mr Gurry was dlsmlraed in 1996 for 
alleged "deteriorating perfor- 
mance". He formerly worked for 
Chase Manhattan Bank. 


UK NEWS DIGEST 


US is urged to 
rejoin Unesco 

The UK yesterday rejoined the United Nations 
Educational Scientific and Cultural Organisation 
(Unesco), at a ceremony attended by Ms Clare Short, chief 
international development minister In the British govern- 
ment 

She said that the Labour party would probably not have 
withdrawn from Unesco had it been hi power just over a 
decade ago when the UK resigned following the decision 
of the US to pull out of the organisation to protest at its 
ideological stance and mismanagement. But she said 
reform of Unesco had been necessary. 

Mr Frederico Mayor, Unesco directca^general, said be 
hoped that the US would also rejoin shortly, after Presi- 
dent Bill Clinton’s announcement in 1995 that he bad no 
Ideological objections and was blocked simply by budget- 
ary objections of Congress to the United Nations system. 
He argued that the US should base Its decision to rejoin 
on the reforms made at Unesco, separated from broad 
debates in Congress about other United Nations organisa- 
tions. Andrew Jack. Paris 

■ LABOUR’S BUDGET 

House buyers rush to avoid tax 

House buyers rushed yesterday to complete purchases to 
avoid paying thousands of pounds in extra tax if stamp 
duty is raised today in the Labour g o v e r n ment’s first Bud- 
get The pressure to exchange contracts (complete pur- 
chases) was strongest in London and south-east England 
where house prices on average are higher and where the 
burden of any increase in duty will be greatest 

The tax, currently levied at 1 per cent of sale price on 
homes costing mare than £60,000 (999,000) has been fore- 
cast to rise by a further one or two percentage points. 

• Halifax, Britain’s biggest mortgage lender, reported 
yesterday that average house prices had risen 0.3 per cent 
last month fairing tVu» average annual increase to 7.1 per 
cent Andrew Taylor, London 

Editorial Comment, Page 13 

■ POST OFFICE 

Warning as profits rise sharply 

The Post Office yesterday announced sharply increased 
pre-tax profits of £577m ($952m) in 199897 but warned that 
the need to generate cash for the Treasury posed a serious 
problem for the future. 

The rise in profits, up from £422m in 199596, was 
mainly due to the higher postal charges introduced to 
ftnahig the Post Office to meet its obligations to the Trea- 
sury. The increases in the price of stamps raised addi- 
tional revenue of about £I30m. 

Sir Michael Heron, who announced he would stand 
down as chairman at the end of the year, said the Post 
Office had contributed £285m to the Treasury and would 
pay a further £21 6m in corporation tax. 

But he warned: "A successful Post Office cannot con- 
tinue to be run simply as a cash cow for the government" 
It needed a relationship with the government that helped 
the business rather than one that put undue emphasis on 
the need to generate cash. Alan Pike, London 

Lex, Page 14 

■ LLOYD'S OF LONDON 

New business unit established 

Lloyd’s of London has established another business unit 
alongside the five it created last year under a restructur- 
ing of its central services division. A management buyout 
of Lloyd’s of London Press two years ago left a business 
providing loss-adjusting services to aviation insurers on 
its own. Lloyd's said yesterday that it has appointed a 
board to manage this division and that Mr John McKay 
would be chief executive. Christopher Adams. London 

■ MANUFACTURING SURVEY 

‘Modest growth’ in export orders 

Manufacturers continued to expand their production last 
month, but price pressures remained subdued, according 
to a survey of UK companies published yesterday. The 
survey of manufacturing purchasing managers reported 
that output grew for the 13th consecutive month in June, 
as mare than four oat of five companies said their produc- 
tion was higher or at the same level as the previous 
month. 

"Buoyant demand from UK consumers provided the 
principal source of new business, while export orders 
grew only modestly." the Chartered Institute of Purchas- 
ing Managers said. A quarter of the 310 companies sur- 
veyed recorded higher output in June than in May, while 
only 15 per cent of companies reported lower output 

However, the survey’s overall output index level of 55 
was lower than May’s 57 J, and the weakest so far this 
year. "The weakness takes some of the momentum off the 
‘we're going to the moan' sentiment which has set in the 
last few weeks, leading to exaggerated expectations of 
interest rate increases," said Mr Simon Briscoe, economist 
at Nikko Europe. 

There is little evidence that strong domestic demand 
has forced up the prices of materials. The survey reported 
that 93 per cent of manufacturers said the prices of their 
purchases were either lower or the same last month, mak- 
ing June the 20th successive month in which average 
prices have fallen. Richard Adams, London 



Minister orders fresh probe into soccer stadium deaths 1 ““"■ HOT,c “ 


By Liam HaBigan, 

Political Staff 

A fresh investigation into the 
Hillsborough disaster has been 
uttered by Mr Jack Straw, home 
secretary, after a long c ampaign 
ay famin es of those who died in 
the 1988 soccer stadium tragedy 
In the northern England city of 
Sheffield- 

In the disaster, 96 Liverpool 
fans died from injuries suffered 
in the crush as supporters poured 
Into the Sheffield ground for their 
gam's FA Cop semi-final tie with 

Nottingham Forest. 


The affair was later investi- 
gated by Lord Taylor, who con- 
cluded that a failure of police 
control was the main cause. He 
made 43 interim recommenda- 
tions and a further 76 final 
recommendations, which trans- 
formed the presentation of soccer 
and introduced all-seater 
grounds. 

Mr Straw announced that Lord 
Justice Stuart-Smith, a senior 
judge, would scrutinise new evi- 
dence on the tragedy to investi- 
gate whether a farther public 
inquiry was needed. 

"I hope that this examination 


will enable us to establish conclu- 
sively whether or not material 
evidence about the causes of the 
HUlsborough disaster has been 
overlooked," he said. He added 
that there had been a "profound 
improvement” in the behaviour 
of fans at football grounds. 

The decision to hold a further 
Inquiry was welcomed as "a 
spoonful of Justice” by a group of 
bereaved relatives who had been 
invited to London by Mr Straw. 

Mr Trevor Hicks, chafa-man of 
the Hillsborough Families Sup- 
pint Group, said: "This isn’t a' 
quest for vengeance. It isn’t a 


witch hunt. We fed we got what 
we came For." 

Victims’ families - who dispute 
the original inquiry’s finding of 
accidental death - have been 
demanding an investigation into 
fresh video and medical evidence 
which has emerged relating to 
the handling of events by South 
Yorkshire police. 

The Crown Prosecution Service 
had previously decided there was 
insufficient evidence to prosecute 
any of the police involved but last 
March announced that it was 
reviewing the case in the light of 
new evidence. This review Is still 


going on. Mr Straw told the 
House of Commons that he had 
asked the judge to establish 
whether there was enough new 
evidence to justify a full public 
Inquiry, or criminal prosecutions. 
Lord Justice Stuart-Smith could 
also recommend disciplinary 
action against indivldnal officers 
from South Yorkshire police - 
although as the senior officers 
concerned have retired on medi- 
cal grounds, it is thought 
unlikely. 

Mr Richard Wells, South York- 
shire’s chief constable, welcomed 
the review hut stressed it was 


still the force's belief that "noth- 
ing new has come to light” since 
Lord Justice Taylor’s original 
inquiry. "We folly co-operated 
with the earlier Judicial investi- 
gations and we have nothing to 
fear from this new investigation," 
he said. 

Mr Wells insisted there was no 
new video evidence. But the fami- 
lies believe a videotape taken 
from a dosed circuit television 
camera trained on the Leppings 
Lane end of Sheffield's stadium, 
where the disaster took place, 
casts doubt on the ponce version 
of events. 
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E nvironmental authorities 
in Taiwan are faced with 
a daunting task - 
cleaning up the unpleas- 
ant side-effects of the country's 
"economic miracle”. 

But to those who are enterpris- 
ing. such problems can also pres- 
ent business opportunities, one of 
which led to a meeting in Taiwan 
last month between Lee Iacocca, 
former chairman of Chrysler, the 
US carmaker, and Wang Yung- 
ching, chairman of Formosa Plas- 
tics. Taiwan's biggest industrial 
group. The two men discussed 
development of an electric- 
powered motorcycle to rival in 
capability the petrol-driven mod- 
els widely used today. 

If successful, the government- 
backed project would revolution- 
ise the motorcycle industry and 
help the cabinet-level Environ- 
mental Protection Administra- 
tion solve one of its thorniest 
challenges - improving Taiwan's 
dismal air quality. Bat Iacocca 
suggested production of a 
commercially viable electric- 
powered motorcycle was 10 years 
away. 

Officials say the small, densely 
populated and heavily industria- 
lised island has among the 
world's worst air. leading to 
alarmingly high rates of asthma, 
allergies and other respiratory 
ailm ents, especially among chil- 
dren. 

Developing countries now mak- 
ing the transition from bicycle to 
motorcycle - such as Vietnam 
and China - would do well to 
learn from Taiwan's travails. 
Thailand is already adopting 
pollution control measures 
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BUSINESS AND THE ENVIRONMENT 


C hemicals company 
Imperial Chemical 
Industries is pioneering in 
the UK a new approach to 
environmental reporting, which 
ft says will make the impact of 
its operations easier to 
understand. 

The new approach, called the 
environmental harden method, 
designates an overall 
environmental cost to each type 
of waste, rather than listing 
volumes of waste products. The 
burden comprises both the 
quantity discharged and the 
relative potency of the waste. 

The approach is already in use 
at Tioxide, the ICl division 
which makes the white pigment 
titanium dioxide. It Halms it 
significantly cut its contribution 
last year to ozone creation and 
its pollution of air and water. 

But Tioxide’5 first 
environmental results using the 
new method have been 
overshadowed by six gas leaks 
and by claims that I Cl is using 
the technique to gloss over its 


Something in 
the air 

Taiwan is beginning to get to grips with its 
pollution problems, writes Laura Tyson 


based on Taiwan's experience. 

Taiwan's air pollution prob- 
lems come from two main 
sources: the island's 90.000 facto- 
ries (stationary sources) and its 
14.5m motor vehicles (mobile 
sources). Of total pollutant emis- 
sions last year, transportation 
sources were responsible for 60 
per cent and factories, including 
power stations, for the rest 

Transport officials recently pre- 
dicted that the number of motor- 
cycles would rise to 10m by 2001 
and the number of cars and other 
vehicles would climb 8 per cent 
to 5.5m from just over 5m today. 
The environment body's officials 
warn that without stiller control 
measures, the growth of Taiwan's 
juggernaut economy could wipe 
out Improvements in air quality 
already achieved. 

One of the chief culprits is 
Taiwan's favourite mode of 
transportation: the cheap and 
trusty two-stroke engine motor- 
cycle. which accounts for 
60 per cent of the island's nearly 
9.5m motorcycles. This type of 
engine emits up to 10 times the 


amount of hydrocarbons pro- 
duced by a car. depending on the 
model, age and maintenance of 
the vehicle. 

The environment body has 
launched an ambitious counter- 
offensive, settin g up emission 
control standards modelled on 
those to California - among the 
most stringent in the world - and 
promising to rid Taiwan's roads 
of the two-stroke engine by 2000. 

*We really want to 
promote the electric 
motorcycle, because 
it is the best 
solution’ 

Hsiao Hui-chuan, deputy direc- 
tor of the body's air quality 
bureau, points to substantial 
progress since 1992. when the 
national legislature passed 
stricter air pollution control 
laws. 

In 1991. the percentage of days 
ou which the pollutions stan- 


dards index registered over 100 - 
above which is considered dan- 
gerous to human health - was 
16.2 per cent In 1996, the corre- 
sponding figure was 6.5 per cent 
- much better but still far higher 
than the average 2 per cent for 
developed countries. 

"Because air quality standards 
are improving, measurements of 
airborne particulate of all types 
is decreasing steadily, but ozone 
levels continue to rise.” she says. 
The body will step up efforts to 
cut emissions of the precursors of 
ozone, which include volatile 
organic compounds and nitrogen 
oxide. 

Of the 183 models of motor- 
cycle sold in Taiwan. 21 have 
already met stringent new emis- 
sion standards set to come into 
force next year. 

“We really want to promote the 
electric motorcycle, because we 
believe it is the best and maybe 
the only long-term solution to 
our special pollution problems,” 
says Hsiao. “But for the high- 
p e rf ormance battery, the price is 
too expensive." A top-of-the-line 
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Japanese electric-powered motor- 
cycle costs T$200,000 (EAJ319) com- 
pared with T$30,000 tor a lesser- 
quality Taiwanese model. But the 
latter’s performance cannot com- 
pare with that of an ordinary 
motorcycle which can be had for 
TS25.000. 

To encourage the use of elec- 


tric motorcycles, the body will 
require every manufacturer to 
ensure that they comprise 2 per 
emit of production by 2000. With 
total domestic motorcycle pro- 
duction of im a year, this trans- 
lates into 20.000 electric motor- 
cycles. 

Although it offers a T$5.000 


How ICI weighs up the cost of waste 

The chemicals company is pioneering a new approach in the UK, writes Michael Peel 


failure to meet previous waste 
targets. 

John Russell, commercial 
director of Tioxxle. says the 
method gives more useful 
information about 
environmental impact at small 
cost to the company. “It’s a way 
of getting away from the crude 
method of looking at the 
volumes of waste. Very often 
when you make a gain In 
environmental Impact In one 
area it can have a negative effect 
in another area.” 

For instance, Tioxide last year 
released 17 times as much iron 
as manganese. But manganese 
has a 20 times more toxic effect 
on the aquatic environment, so 
the environmental burden of the 
manganese waste was greater. 

The burden method also 


accounts for the fact that a 
single waste item may have 
more than one damaging effect. 

When exposed to sunlight, 
some volatile organic compounds 
undergo reactions which lead to 
the creation of poisonous 
low-level ozone. But the far 
greater contribution these 
organic gases make to global 
warming is reflected in a 
potency factor nearly 25 times 
higher than for ozone creation. 

Tioxide needs some good 
publicity. Last month the 
Environment Agency, the 
government’s pollution 
watchdog, forced the company to 
close part of its works at 
Greatham. near Hartlepool, 
following an emission of 
potentially toxic titanium 
tetrachloride gas. 


The agency said it was the 
sixth “significant” release of the 
chemical since December 1995. 

Some environmentalists have 
accused ICI of using the method 
to divert attention from its 
missed 1995 waste reduction 
target ICI last year released 
33m tonnes of waste to air, after 
saying in 1990 that it would cut 
emissions to 2.75m tonnes by 

1995. Much of the disparity 
resulted from a big increase in 
Tioxide waste. The company's 
total waste output increased by 
34 per cent between 1992 and 

1996, although Russell says it 
rose 5 per cent in real terms 
because of increased sales of 
waste products. 

He says the figures have been 
skewed by a steep increase in 
production of gypsum, a 


by-product of the neutralisation 
of acids. The company has to 
neutralise its acid waste to 
comply with an EU directive. 

“Historically, the titanium 
dioxide industry has been seen 
as a dirty industry in that it 
produces an awful lot of waste,” 
he says. “Going from 1995 to 
1996 we have made significant 
i mp rove m ents in all areas except 
global wanning.” 

He says the company intends 
to look for ways to compare the 
effects of changes in different 
burden categories: is a 10 per 
cent decrease in global warming, 
for tn cfanrp, more or less 
valuable than a 10 per cent fall 
in ecotoxicity? 

MDce Childs, senior 
campaigner in the UK ou 
industry and pollution for 


Friends of the Earth^the 
environmental pressure group, 
welcomes the move towards a 
more sophisticated method of 
environmental assessment. “It 
looks as if they have been very 
open about what they are 
releasing," he says. “It is fair to 
say that it is better than many in 
the chemical industry although 
clearly we have got a long way 
to go before we have frill and 
open disclosure in the UK.” 
Childs believes the UK should 
adopt a system like the US tome 
release inventory. Details of 
emissions of hundreds of toxic 
chemicals filed by companies are 
collated by the US 
Environmental Protection 
Agency in a publicly accessible 

daiahnw “ This means you can 

analyse different releases from 


rebate to buyers of electric 
motorcycles, takers are few 
because such motorcycles are 
heavy, slow and have to be 
recharged frequently. Charging 
stations are rare, but the environ- 
ment body will provide subsidies 
to office buildings which install 

For factories and other emis- 
sion sources, such as power 
plants, the environment bony has 
adopted a package of carrot-and- 
stick measures based cm the US 
model to reward companies with 
good records and penalise those 
which pollute most through omis- 
sion fees. 

For buses and taxis, subsidies 
are offered to convert to dean- 
burning fuels such as liquid 
petroleum gas. compressed natu- 
ral gas. or liquid natural gas. 
Subsidies are also available for 
setting up LPG stations, of which 
there are insufficient. 

Standards for sulphur and lead 
content of fuels are being pro- 
gressively tightened: at present. 
82 per cent of petrol sales are 
leaded. 

Vehicle inspection is being 
Increased substantially and road- 
side emissions monitoring, or 
remote sensing, techniques are 
being stepped up to catch offend- 
ers. 

When air pollutions laws are 
again revised, the environment 
body wifi be allowed to levy fines 
on polluting drivers; now they 
are let off with a warning. 

But until a breakthrough in 
battery technology is found. 
Taiwan residents may not see a 
significant break in the island's 
pollution problems. 
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different industries and different 
companies, which allows you to 
produce league tables of toxic 
pollution,” says Childs. 
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How did Edwina Currie learn the art of living - and 
lunching -in the Loire Valley? Why are consumers getting 
trampled in the battle of the big brand sports shoe? What 
dark secrets lurk behind designer sunglasses? And why 

does it take a second car to reach the inner man? 

Find out in how to spend it magazine, Colour Supplement 
of the Year in the 1997 Newspaper Awards, published next 
Saturday with the Weekend FT. 
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I n Plays Pleasant Bern- 
Shaw wrote 
Everytldng I think is 

by everything 
I do”. It would may a 
TO** . motto for television. 
Br °fdcasters think and ta& 
gdkssly about high quality 
t”® 1 * and heap on lannch- 
mg more and more detective 
“riea. Last Saturday and 
smday evening on BBC1, 
*Tv and Channel 4 yon 
OWld have seem Datdel And 
y*sco£ inspector Hone, Mil- 
tennium. Tropical Heat, 
Homicide, Pie In The Sky 
*nd Wycliffe . Goodness 
knows what the weekday 
total is. They talk about 
Increasing choice even as 
they switch sports events or 
movies which previously we 
would have seen cheaply as 
Part of a package, or for 
nothing, onto subscription 
channels where we have to 
pay through the nose. They 
boast about improving the 
quality of sport even as they 
transforming huge areas of 
it Into one of the nastier 
amts of show business. 

Hie role applies In almost 
all parts of the schedule. 
Take the case of unidentif- 
ied flying objects, which 
were the subject of an entire 


Television / Christopher Dunkley 


Good intentions and bad practices 


season on ITV last week. It 
is probably best at this point 
to declare that I was con- 
vinced more than 35 years 
ago by a mathematician that 
the idea of earth being the 
only planet among the bil- 
lions In the universe to pro- 
vide the necessary condi- 
tions for the development of 
life was absurdly unlikely. I 
have subsequently con- 
cluded that the way other- 
wise intelligent people scoff 
at the notion of extra-terres- 
trial life is remarkably simi- 
lar to the way in which oth- 
erwise intelligent people 
need to scoff at the idea that 
the earth was not die centre 
of the universe. 

However, the possibility 
of extra-terrestrial life being 
humanoid - little green men 
with bulging foreheads, or 
little grey men with almond 
shaped eyes - also seems 
laughably unlikely. Life 
forms elsewhere could be 
carbon based, astronomi- 


cally big, microscopically 
small, or dramatically dif- 
ferent from terrestrial life in 
innumerable other ways. It 
seemed pretty dear that the 
popular belief in alien man- 
niktns (especially those sup- 
posedly specialising in the 
abduction of people from the 
US bible belt) ought to be 
considered alongside the 
inability of men to create 
gods other than in their own 
image. 


O stensibly ITV’s 
approach to 
this subject in 
it6 season 
“Into The 
Unknown" was open-minded 
and neutraL Evidence would 
be collated and considered 
from all sides, time would 
be given to believers and 
sceptics, common sense 
would prevail. But broad- 
casters are Incapable of 
resisting anything that can 
be described as “good televi- 


sion”, and when it comes to 
UFOs and extra terrestrial 
life that means nutters. No 
doubt the broadcasters set 
out believing that what they 
wanted was neutrality and 
common sense, but they 
ended up giving umpteen 
more platforms to the loopy 
alien abduction brigade. 

The diwm came in Friday 
evening’s 90-minute live 
debate, Strange But True? 
chaired by Michael Aspel, 
with teams of believers and 
disbelievers in front of a 
studio audience whose votes 
on the question “Have 
aliens visited earth?” were 
hugely outnumbered by 
phone-in votes from 100,000 
viewers, 92 per cent of 
whom voted “Yes”. As Mich- 
ael Aspel dryly suggested, 
this probably proved that 
sceptics do not generally 
watch such programmes. 
Yet much of this one was 
admirable. Some erf the most 
famous UFO “sightings” 


from some of the least loony 
sources were described and 
in most cases explained 
away for sceptical scientists. 

The trouble was that the 
broadcasters just could not 
make do with those few 
stills and even fewer bits of 
film or videotape which pur- 
port to show alien visita- 
tions; they had to cobble up 
their own far more dramatic 
footage. And so when it 
came, for instance, to the 
Rendlesham Forest story in 
which men from a tJSAF 
base in East Anglia reported 
seeing an alien craft two 
nights mimin g, we were 
given the foil monty: Him of 
men rushing around In the 
dark, dry ice, blue key light- 
ing, sound effects, a sinister 
red triangle revolving above 
the treetops and so on. Com- 
mon sense and neutrality 
sank without trace as what- 
ever the broadcasters may 
have thought was mocked 
by what they did. 


Turn up 
the heat 

C hichester audiences love a 
big name ; tha t at least is 
tbe mantra, and it is one 
that festival director Dun- 
can Weldon fulfils to the letter. 
Appearing in Tallulah! at the 
Minerva studio theatre is Holly- 
wood’s biggest box office female star 
of the 1980s, Kathleen Turner it is a 
promoter’s dream. 

Movie stars rarely transfer happily 
to the stage but it is with perfect 
confidence that 1 can confirm that 
Ms Turner is the best thing in this 
one woman show about another cele- 
brated drama queen, Tallulah Ban- 
khead. There Is an undoubted. If 
slight, frisson from watching the sul- 
try seductress of Body Heat, the 
spunky heroine of Homancing the 
Stone, working within eye contact 
distance. 

Turner Is almost impressive 
enough to carry Sandra Ryan Hey- 
ward's insipid monologue about the 
life of one of the great characters or 
the century. Kathleen Turner has 
Tallulah’s bourbon-burned, tobacco- 
tanned. depth-charge of a voice; her 
expansive, all embracing “darlings" 
approach to the world; even her 
blousy, painted, theatricality. What 
she lacks is any coherent script to 
bring Tallulah alive. It is all surface, 
with no substance. 

Tallulah Bankhead was one of the 
first stars to be famous for being 
famous. She had her theatrical 
moments, playing Amanda in Pri- 
vate Lives and Blanche DuBols in A 
Streetcar Named Desire, but anyone 
bigger on radio than in the movies 
never quite got there. 

What made her a one-name won- 
der was her outrageous reputation - 
an early weakness for performing 
knickeriess cartwheels in the Algon- 
quin to amuse Dorothy Parker; a 
tendency to strip naked at parties; 
and, reputedly, a voracious sexual 
appetite for women as well as men. 
This was not quite what was expec- 
ted from the daughter of the Speaker 
of the House of Representatives. 

None of this naughtiness comes 
across in Heyward’s pedestrian 
treatment We find Tallulah, at 45, 
expecting friends in her boudoir, an 
elaborate set by David Jenkins. She 
talks discursively about her past 
switching from London, where she 
romanced a bi-sexual peer, to New 
York, where she was a stalwart of 
the Democratic Party. She hints at 
outrageousness, but we are given no 





Kathleen Turner as Tallulah: a star in need of a script 


details of bizarre behaviour, no con- 
firmations of decadence. 

We get the Justifications, not the 
japes; the defensiveness, not the 
debacles. Kathleen Turner does what 
sbe can well, holding the stage prone 
on her bed, casually treating individ- 
ual members of the audience to con- 
fidences. making Tallulah (too) 
attractive, collapsing in a drunken 


heap. There is one moment of truth, 
an impassioned cry of “when did I 
become a joke?”, but it is soon bur- 
ied below the ramblings. 

Half-way through the second half 
of this one-paced production, 
directed by Michael Rodman, comes 
the realisation that it could have 
ended half an hour ago, and could 
stop at any time. One-person shows. 


picking out the best anecdotes of a 
life and wrapping them in a star, 
need a strong script and a develop- 
ing plot to justify the slight effort. 
Tallulah! is a mini triumph for Kath- 
leen Turner and the star system, but 
It gets nowhere near Tallulah Ban- 
khead. 

Antony Thomcroft 


Next night came Millen- 
nium: Fact Or Fiction, a doc- 
umentary which, even 
though it amounted to a 50- 
minute puff for the new 
American series Millennium 
starting on ITV on Sunday 
night, turned out to be an 
intriguing Investigation of 
criminal profiling, the pro- 
cess in which psychological 
insights are used to build up 
a picture of the likely perpe- 
trator of crimes, especially 
serial murders. Having 
made the interesting points 
that Sherlock Holmes was 
the first profiler, and the 
character played by Bobbie 
Coltrane in Cracker one erf 
the most eccentric, the pro- 
gramme went on to explain 
the background to Millen- 
nium. It seems that the “Mil- 
lennium" group of ex-FBI 
specialists in this sales cre- 
ated by Chris Carter (who 
was responsible for The X 
Files) is based upon a real 
outfit called The Academy 


Group. They pool various 
sorts of expertise in the pro- 
filing effort 


H aving been 
told that, how- 
ever entertain- 
ing, the 
Cracker series 
was wholly inaccurate in 
showing a profiler in close 
contact with suspects (never 
mind browbeating them into 
confession), the idea of Mil- 
lennium showing the real 
thing seemed tempting. Yet 
when the series began on 
Sunday what did we get? A 
backroom boy who avoids 
contact with suspects and 
methodically constructs 
word pictures relying upon 
the pooled talent of a lot of 
old, wise heads? No, we got 
a male version or Mystic 
Meg who - as in every other 
detective series - rushes 
around from one scene of 
crime to another. But nnlifce 
most sleuths this one relies 


upon blinding flashes of psy- 
chic insight to suss out the 
bad guys; his eyes gla2e 
over and tbe screen is cov- 
ered in flame. Yet again 
what the broadcasters 
thought, and led us to think, 
has been mocked by what 
they have actually done. 

Perhaps it was inevitable: 
a quiet, plodding profiler, 
working in the way that the 
documentary explained, 
would hardly whip up the 
sort of interest we had come 
to expect from The X-Files. 
For that you need mysticism 
and terror - which, sure 
enough. Millennium delivers 
in tumbrel loads. Indeed, 
this opening episode con- 
tained some of the most 
unpleasantly explicit pic- 
tures l have seen, including 
the digging up of a victim 
who had been horribly dis- 
figured and then buried 
alive in a coffin, with the 
severed head of another vic- 
tim, which was obligingly 
held up for the views- to get 
a better look. 

That, of course, is not the 
sort of thing that broadcast- 
ers like to boast about in 
promotional documentaries, 
but actions speak louder 
than words. 


Opera/David M 



Grimm tale baldly told 

T he Juniper Tree is is so plain as to look inept, conventional charades. Sor 
the first opera In Comparable operatic treat- are less embarrassed thi 
this year's Almeida meats of folktales - Judith others: Robert Poulton art 
Festival. It comes Weir’s, for instance - have ulated the grieving Father 


T he Juniper Tree is 
the first opera In 
this year’s Almeida 
Festival. It comes 
from Hans Werner Henze’s 
Munich Biennale, where in 
April it was widely adjudged 
the best of that festival's 
three or four new operas - 
which might just mean, of 
course, that the atbor two or 
three were rotten. 

The composer is Roderick 
Watkins (b. 1964 in Norfolk, 
and a sometime student of 
Henze himself): the librettist, 
Patricia Debney. They have 
taken their story from a 
Brothers Grimm fairytale, 
one of the grimmer ones: so 
gory and grotesque, indeed, 
that you may never have 
come upon It It concerns a 
Boy, his soon-lost Mother, 
his sad widower Father, a 
wicked Stepmother and her 
Innocent daughter Marin- 
chen. not to mention a magi- 
cal bird, a chest with a lethal 
lid and a sinister stewpot 
Their words convey the 
story plainly and baldly. 
David McVicar’s production 


is so plain as to look inept. 
Comparable operatic treat- 
ments of folktales - Judith 
Weir's, for instance - have 
genendly preserved a kind of 
ironic cool on stage. Appar- 
ently that was not what Wat- 
kins lmd in mind. 

His score for The Juniper 
Tree is suffused with expres- 
sive sympathy, usually dar- 
kling. Rich in lyrical, floridly 
ruminative solos for the 
likes of bass clarinet and 
alto flute, deft at capturing a 
new mood in original. Imagi- 
native instrumentation - 
much like Henze; but unlike 
the best of his teacher's 
stage music, quite irony-free. 


F or staging a story 
without any sly dis- 
tancing (since Wat- 
kins' music invites 
no thing like that), Debney’s 
pared-down script leaves a 
producer no clues to how 
characters and situations 
might be filled out in human 
detail. McVicar has not 
made that lack good: his act- 
ors offer no more than thin. 


conventional charades. Some 
are less embarrassed than 
others: Robert Poulton artic- 
ulated the grieving Father in 
sonorous, convincing tones, 
and Louise Mott had some 
vivid moments as the dis- 
tressed Stepdaughter. 

Nevertheless the sche- 
matic action needed a for- 
ward impulse from the 
music which it never got, 
despite Markus Stenz's 
astute conducting of the 
London Sinfonietta. Watkins 
revels in “Interesting 
moments” (with some ear- 
scathing eruptions, grossly 
under-prepared), but is con- 
tent to trace his characters' 
fates at an abstract distance. 
Though things move steadily 
along, they never develop. 
At the end, one felt nothing 
- except perhaps tantallse- 
ment about the dramatic 
idea, admiration for the skil- 
ful score and frustration 
with the un-got-togetherness 
of the whole show. 

Further performances at the 
Almeida Theatre, July 3,4. 


T he ensemble chosen 
to conclude this 
year’s Lufthansa 
Festival of Baroque 
Music last Sunday was “La 
Petite Bande”, founded 25 
years ago in Belgium. Nowa- 
days it comprises specialist 
performers from all over. In 
St. James's, Piccadilly, tbe 
festival's chosen venue, they 
played Bach. 

Though personal fantasy 
and unabashed virtuosity 
are apparently not their 
thing, “La Petite Bande” 
pjayed extremely well But a 
vital question about any ear- 
lier musical time, probably 
unanswerable, is this: did 
audiences then expect their 
best players to be self-effac- 
ing - or would those talents 
strike us now, had they left 
recordings behind, as extro- 
vert and fancy-free? 

“La Petite Bande” opted 
for the decorous, literal 
alternative. In those terms, 
what they did was impecca- 
ble. Led by Sigiswald 
Kuijken (on violin, later on 
viola), they were dean and 
lucid in Bach’s oboe-and-vlo- 


Concert 

The voice 
of Bach 

hn concerto BWV 1060. with 
Marcel Ponseele the 
sprightly oboist Hearing the 
6th Brandenburg Concerto 
on the proper instruments 
for once, with a “modem” 
trio of violas and cello set 
against old-fashioned viole 
da ffamba and a vialone, was 
a (mild) revelation. Their 
distinctive timbres sounded 
lovely at Kuijken’s cautious 
tempi: but one yearned unre- 
generately for the spring 
that modern instruments 
can lend to the piece at 
brighter speeds. 

The chief aim of the con- 
cert, however, was to give 
the counter-tenor Andreas 
Scholl a lot to do. In two 
complete cantatas - “Wider- 
stehe doch der SuntUT and 
“Vergnflgte Ruh” - and the 
only extant aria from a 
third, all familiar in mezzo 


and contralto versions that 
could not have been sung in 
tbe Lutheran church of 
Bach's time, Scholl was mar- 
vellous to hear. 

His voice retains the shin- 
ing innocence, sweet timbre 
and unstressful high notes of 
his long choirboy days (not 
very long past). To those, he 
has added jacute '.sensitivity 
to Bach'S stem theological 
texts. He otever strove here 
to Elektr&t y-the spiritual 
drama, but always to enliven 
the plain,.nrgent sense of the 
words. 

With Scholl's brave gift for 
verbal colouring, the recita- 
tives became eloquent ser- 
mons and conjured up what 
Bach's original serroonisers 
might really have done. Alto- 
gether Scholl's combination 
of a radiant just-past-boy- 
hood sound with an earnest 
young man’s didactic fer- 
vour seemed to fulfil Bach's 
recipe perfectly. While he 
continued, we hung upon 
every word, and they were 
all transparent 

D.M. 


International 

Arts 
Guide I 

■ BAD KISSINGEN 

CONCERTS 

Kissinger Summer Festival 
Tel: 49-971807110 

• Roger Norrington conducts the 

Czech Phil harmonic In a 
programme of works by 
Schumann, Sgar and Dvorak; at 
the Regentenbau, Jul 2 

• Tenor Peter Schreier and 

pianist Andris Sctvff perform 
music by Schubert; at the 
Kurtheater, Jul 3 

• Vladimir Vfilek conducts the 
Czech Philharmonic In works by 
Smetana, Prokofiev and Dvorak; 
at the Regentenbau, Jul 4 

• Royal PhBharmonte Orchestra: 
conducted by Thomas Sanderfing 
In works by Haydn, Dvorak and 
Brahms; at the Regentenbau, 

Jul 5 

■ CHELTENHAM 

CONCERTS 
Cheltenham F estiva l 
TeU 44-1242-227979 

• BBC PhUharmonlcr conducted 
by Vassily Sinalsky In Brahms' 


Symphony No. 1 in C minor, a 
new work by John Buller and 
Tchaikovsky's first Piano 
Concerto, with pianist Boris 
Berezovsky; at the Town Hall, 

Jul 5 

• RNCM Wind Orchestra: 
conducted by Tim Reynish In 
works by Mendelssohn, Saflinen, 
Strauss and Mozart; at the Town 
Hall, Jul 6 

OPERA 

La Boh&me: by Puccini, 
performed by the European 
Chamber Opera; at the Everyman 
Theatre, Jul 8, 9 

■ DROTTNINGHOLM 

OPERA 

Drottningholms Slottsteater 

Tel: 46-8-4570600 
Euridice: artistic director Per- Erik 
Ohm has chosen two of the first 
operas ever written far his first 
year at the festival's helm. Jacopo 
Peri's opera dates from 1600 and 
this Is Its Swedish premiere. 
Produced by Karl Dun6r, and 

designed by Peder Freiij, with the 
Drottningholm Theatre Orchestra 
conducted by Jakob Undberg; Jul 
5, 8, 9 

■ GRAZ 
CONCERTS 
Styriarte Festival 
Tel: 43-316-825000 

• Die Quintette: the Wiener 
Streichsextett plays string 
quintets by Brahms and Schubert 
composers whose portrayal by 
this festival is as 19th century 
musicians with 20th century 
leanings; Jul 3 


• Lamento: the “Red Byrd" vocal 
ensemble performs a programme 
around Monteverdi's Lamento 
d'Arianna; at the Schloss 
Eggenberg. Jul 6 

• Nikolaus Harnoncourt, star of 
his home town's festival, 
conducts the Chamber Orchestra 
of Europe In the complete Brahms 
symphonies, presented as a cycle 
for the fast time, as the 
Beethoven and Schubert 
symphonies have been presented 
here in the past Symphonies 1 
and 2 are performed on 4th and 
9th; 3 and 4 on 7th and 10th; 
from Jul 4 to Jul 10; at the 
Stefan lensaai 

■ LONDON 

CONCERTS 

City of London Festival 

Tel: 44-171-638 8891 

• Barbara Bonney: recital by the 
American soprano is among this 
week's festival highlights, 
accompanied by Helmut Deutsch 
in songs by Schubert, Clara 
Schumann, Brahms and Debussy; 
at Drapers' Hall, Throgmorton 
Street EC2; Jul 2 

• Great Salzburg Mass; one of 
the grandest Baroque religious 
works, raw attributed to Heinrich 
Biber. Performed by the Gabrieli 
Consort and Players contacted 
by Paul McCreesh, with Musica 
Antiqua from Cologne; at St 
Paul's Cathedral, Jul 3 

Royal Opera House 
Tet. 44-171-304 4000 
Simon Boccanegra (1857); British 
stage premiere of this, the original 
version of Verdi's opera. Mark 
Elder conducts, Ian Judge directs. 


Sergei Lefferkus, Pldcido Domingo 
and Kallen Esperian star; Jul 4, 8 

DANCE 

Royal Opera House 
Tel: 44-171-3044000 
The Royal Ballet mixed 
programme includes Twyla 
Tharp's Push Comes to Shove, 
William Forsythe’s Steptext, and 
Symphony in C, choreographed 
by Balanchine to music by Bizet 
The final performance will be the 
last ballet at Covent Garden 
before the theatre closes for 
renovation; Jul 5, 9 

EXHIBITIONS 
National GaBery 

Tel: 44-171-8393321 
Seurat and The Bathers: places 
Seurat's great "Bathers at 
Asnlhres" in a context provided 
by his own earlier work, and 
studies and drawings for the 
painting, as well as works by 
predecessors who influenced him, 
and by his Impressionist 
contemporaries: from Jul 2 
to Sep 28 

THEATRE 

Shakespeare’s Globe 
Tel: 44-171-401-9919 
Henry V: by Shakespeare: Mark 
Rylance stars as the young king 
in a production directed by 
Richard CHivier and designed by 
Jenny Tiramanl; in repertory 

■ NEW YORK 

CONCERTS 

Lincoln Center Festival 97 
Tefc 1-212-875-5030 
New York Philharmonic at the 
Avery Fisher Hall. Conducted by 


Kurt Masur in the first of three 
programmes celebrating the 
music of jazz maestro Ornette 
Coleman, whose octet Prime Time 
joins the orchestra in a 
performance of Skies of America ; 
Jul 8, 9 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
The Glory of Byzantium: exhibition 
celebrating the Second Golden 
Age of Byzantine civilization from 
mkl-9th to mld-l3th centwies; to 
Jut 6 

. ■ SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-9865900 ' 

• Cosl Fan Tutte: Kenneth 
Montgomery conducts Mozart’s 
opera, sung in English, in a new 
production directed by Nicoletle 
Molnar and designed by Bruno 
Schwengl; Jul 2, 4 

• La Traviata; Linda Brovsky 
directs this new production of 
Verdi’s opera, set in the Parisian 
demimonde. Patricia Racette is 
Violetta, Raymond Very is Alfredo, 
William Stone is Garment Until 
July 9 the conductor is John 
Crosby, when Christopher Larkin 
takes over, Jul 3, 5, 9 

■ SCHLESWIG- 
HOLSTEIN 

CONCERTS 
Music Festival 
Tel: 49-431-567080 

• NDR-Sinfonieorehester: 
opening concert of works by 


Schoenberg and Mahler 
conducted by Herbert Blomstedt; 
wfth soprano Karan Armstrong; at 
the Musik- und Kongresshatie, 
Lubeck; Jul 5. 6 

• The Camerata Academics 
Salzburg performs a programme 
of works by Mozart and Schubert 
conducted by Jordi Savali; at the 
Schloss, Kiel; Jul 7, 8 

OPERA 

Moses and Aron: by Schoenberg. 
Co-production between Oper 
Leipzig and the NationaTTheater 
Weimar, in a staging by George 
Tabori, with sets by Gottfried Pilz. 
Matteo de Monti is Moses, Hans 
Aschenbach is Aron. George 
Alexander Albrecht conducts the 
GewarKfoausorchester Leipzig; at 
the Staatsoper, Hamburg; Jul 9 

■ TANGLEWOOD 

CONCERTS 
Tanglewood Festival 
Tel: 1-617-931 2000 

• JuHlard String Quartet In a 
programme of works by 
Beethoven; Ozawa Hail, Jul 2 

• Zdenek Macal conducts the 
Boston Symphony Orchestra in 
works by Brahms and Mozart 
with piano soloist Garrick Ohteson 
and the Tanglewood Festival 
Choree conducted by John Oliver, 
at the Shed, Jul 5 

• Boston Symphony Orchestra: 
conducted by Seiji Ozawa and 
John WIHiams in a programme of 
works by Rouse, Barber and 
Copeland, with violinist Gil 
Shaham and the Tanglewood 
Festival Chores conducted by 
John diver; at the Shed, Jul 6 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Sox 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Edward Mortimer 


Check on anarchy 

It is vital that international powers try to resolve other 
states’ conflicts, but few are willing to intervene for long 


“In recant years a growing 
number or countries have 
seen virtually all of the 
functions and institutions of 
government collapse, often 
in the context of civil war. 
When the state ceases to 
perform even its most basic 
functions, the associated 
crisis can be prolonged and 
severe." 

So says the World R ank 
in its World Development 
Report published last week. 
And the World Bank is not 
alone. More and more 
experts identify state 
collapse as the central prob- 
lem of the “new world 
disorder". 

Old-fashioned wars 
between states are now mer- 
cifully rare. Most wars 
today are civil wars, or at 
Least they start as that. But 
they almost always have 
cross-border ramifications. 

First in Uganda, then in 
Rwanda, then in Zaire, an 
old regime became so cor- 
rupt. brutal and inefficient 
that it lost its grip on 
power. Eventually it was 
replaced by a more dynamic 
one, with a degree of exter- 
nal assistance, but only 
after a long period of near- 
anarchy in which many 
people were killed and most 
of the survivors left desti- 
tute. In other cases, like 
Somalia, Liberia and Sierra 
Leone, external intervention 
has been less successful. 
Bloodshed and chaos con- 
tinue. 

Those examples are 
drawn from sub-Saharan 
Africa. But similar pro- 
cesses have happened in 
Cambodia. Afghanistan. 
Tajikistan. Haiti and most 
recently Albania. In each 
case domestic conflict trig- 
gered external intervention, 
but with very mixed results. 

In such situations, outsid- 
ers feel impelled to inter- 
vene for reasons ranging 
from pure compassion to 
pure self-interest. Some- 
where in between is the 
notion of international 
order - the sense that 
sooner or later we all stand 
to lose if anarchy is 


left completely unchecked. 

But what can outsiders 
do? A well equipped and dis- 
ciplined militar y force can 
usually stop the fighting 
quite quickly. The more it is 
prepared to fight, and if nec- 
essary Cake casualties, the 
less fighting it will actually 
have to do, and the fewer 
casualties it win 
incur. 

In Bosnia from 1992 to 
1995, a lightly armed United 
Nations peacekeeping farce, 
with restrictive rules of 
engagement, took many 
casualties but was unable to 
stop the fighting. Since 1995. 
the implementation force. 
Ifor, and the stabilisation 
force Sfor - much heavier 
Na to-led forces - have kept 
the peace with virtually no 
casualties. 

But now comes the hard 
part. Few intervening pow- 
ers wish to keep their forces 
in place for long. That is 
very expensive, and soon 
becomes unpopular both In 
the occupied country and 
back home. Sooner or later 
the formerly warring parties 
are liable to unite against 
the occupying power. 

So the search Is on for a 
quick fix. The most popular 
one is to try and settle the 
conflict through the ballot 
box. But elections are sel- 


dom enough by themselves. 
When people have been 
ready to kill or be killed, 
they are not usually willing 
to put themselves in the 
power of the other side sim- 
ply because it demonstrates 
numerical superiority in a 
vote, however free and lair. 

“Reconciliation” is needed 
as well: perhaps a power- 
sharing government in 
which all parties are repre- 
sented. But how, and by 
whom? 

One argument says you 
should simply share out 
power among the warlords, 
who are best placed to con- 
trol their forces. But war- 
lords are often also war 
criminals, at least in the 
eyes of the other side. Will 
reconciliation be easier if 
such people are first elimi- 
nated from the scene? Or. 
on the contrary, will the 
attempt to hunt them down 
simply alienate their sup- 
porters. and make the inter- 
vening force itself one of the 
warring parties? That is 
what happened in Somalia. 
The fear of it happening in 
Bosnia explains the reluc- 
tance of Ifor and Sfor 
commanders to get involved 
in arresting war criminals. 

Consolidating the power 
of warlords seems an odd 
way to resolve conflict- It 



Quick fix: Italian troops keep the peace for now in Albania 


encourages the social forces 
which started the violence 
in the first place, and usu- 
ally penalises those who are 
most needed to make a non- 
violent society work: people 
who can see both sides of a 
question, who are prepared 
to tell the truth even if it 
hurts theLr "own" side, and 
who do not believe that the 
best way to safeguard one 
ethnic i mmuni ty is to kill 
or drive out members of the 
other. 

That raises another ques- 
tion. Should displaced 
people be helped back to 
their original homes, even if 
that means using force 
against the people who dis- 
placed them? Or is it better 
to let people stay where 
they have fled to safety 
among their own kind.? 

The latter approach 
should minimise points of 
friction, but it also ratifies 
the gains achieved by 
aggression and “ethnic 
cleansing". leaving behind a 
sense of burning injustice 
which may fuel the next 
war. 

All too often, measures 
taken for short-term peace 
and stability run counter to 
the long-term requirements 
of a peaceful and orderly 
society. What is most 
needed in the long term is 
an impartial police force 
and judiciary, in which all 
citizens have confidence 
whatever their ethnic or 
political affiliation. But that 
takes a generation at least 
to build. How many inter- 
vening powers are willing to 
stick around that long? 

Even the imposition of 
peace and order itself may 
sometimes freeze, and so 
keep in being, a conflict 
which would otherwise be 
resolved by one side’s vic- 
tory. or by a stalemate 
obliging different parties to 
recognise and deal with 
each other. 

Already, the very notion 
of “peacekeeping” seems an 
anachronism, an illusion of 
the early 1990s. But the new 
science of "peace-building” 
is still in its infancy. 


It may be his 
first time... 



. . . but it isn't ours 


This Budget is a leap into the unknown for everyone. 

But there's no need to panic. Ernst & Young's expert advisers 
will be working through the night to bring our clients up-to- 
the-minute views and advice. Old taxes or new ones - we're 
here to help our clients minimise their costs. 

To read our budget analysis and commentary, access our 
website: (http://www. emsty. co. uk/tax/budgei/budget96. htm). 


=U Ernst & Young 

The United Kingdom firm efErmt & Young a a member of Ernst tf- Ttatotg Inurnariatud and it authorised by 
The burimu of Chartered Aetomumts m EngLttui and Wife to cany on uuamem bmituu. 
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UK’s Labour government must 
be more liberal on citizenship 


From Sir Hugh CortazzL 

Sir. As a former deputy 
under-secretary in the For- 
eign and Commonwealth 
Office who had some respon- 
sibility in the late 1970s for 
advising ministers about our 
remaining dependent territo- 
ries. I wholeheartedly com- 
mend your leader “For those 
Lett behind" (June SO). You 
are quite right in describing 
the legislation passed in 1961 
as “shameful". 

The attitude adopted 
under the illiberal regime of 
Mr Michael Howard at the 
Home Office towards state- 


less persons (largely from 
the subcontinent) in Hong 
Kong was morally wrong 
and was only overturned 
after a hard fight by the gov- 
ernor. Our stinginess in 
granting passports and 
rights to settle here to resi- 
dents of Hong Kong is a blot 
on our record as a colonial 
power.' 

1 agree that Foreign Office 
minister Lady Symons’ argu- 
ments against granting citi- 
zenship to the remaining 
inhabitants of British territo- 
ries are specious and uncon- 
vincing. It behoves a Labour 


government to be more lib- 
eral and generous than its 
illiberal predecessors and to 
right the wrongs inflicted on 
those people by granting 
them citizenship. 

St Helena does not even 
have an aixport: its citizens 
should be allowed to come 
here and work without hav- 
ing to apply for a work per- 
mit under our restrictive 
and bureaucratic proce- 
dures. 

Hugh Cortazzi. 

16 Hamilton Close, 

London NWS 8QY, UK 


Trade not restricted by labelling 


From Mr Martin J. Frid. 

Sir. US agriculture secre- 
tary Dan Glickman has no 
business telling European 
consumers that the EU pro- 
posal to label genetically 
modified products is “unac- 
ceptable" (“Genetic products 
row worsens”. June 20). In 
no way does labelling 
restrict trade. US formers 
are welcome to sell healthy 
products to Europe. 


Is Mr Glickman not famil- 
iar with identity preserved 
grains? Segregation between 
genetically modified and nor- 
mal grain is not Impossible, 
as the Americans have 
claimed, but a way to insure 
high quality and satisfy the 
specific wishes of European 
and Japanese consumers. 

The issue here is clearly 
one of certain leading chemi- 
cal companies trying to pro- 


tect their rather misguided 
Investments In genetic engi- 
neering. World trade would 
be better served if compa- 
nies such as Monsanto 
cleaned up in their own back 
yard instead of disrupting 
soy bean supply for the 
International food industry. 

Martin J.Frid, 

KvamgatanS. 

283 35 Osby, Sweden 


Disastrous consequences of ruling 


From Mr Edwin Laurent 

Sir, The African, Carib- 
bean and Pacific (ACP) 
group of countries will next 
week be joining the EU in 
seeking to overturn the ini- 
tial ruling of the World 
Trade Organisation panel 
which went against the 
banana regime. Mrs Glenys 
Kinn ock and the EU parlia- 
mentarians who during May 
studied the situation in the 
Caribbean recognised the 
disastrous and unacceptable 
consequences for the entire 
region if the ruling were 
ever to be implemented. 

This higher price the 
banana regime permits our 
farmers has enabled the 
Caribbean to retain a place 
in the EU market Their pro- 


duction costs are inevitably 
higher than Latin America's, 
due to the difficult terrain, 
smaller size forms, perennial 
climatic hazards anil the 
absence of economies of 
scale. 

Banana exports account 
for a large part of export 
earnings in Caribbean coun- 
tries - up to 70 per cent in 
Dominica - but those bene- 
fiting from these arrange- 
ments have a share well 
below io per cent of the EU 

hanana market ami only 3 

per cent of world trade. 

Despite the assertion of 
Ambassador Alfredo Pinoar- 
gote (Letters. June 25). the 
EU banana licensing 
arrangements are not unfair 
to Ecuador - they have not 


reduced by a single tonne 
the volume of bananas 
imported from Latin Amer- 
ica under the tariff quota, 
and have not prevented 
Ecuador from substantially 
increasing its exports to the 
EU. 

The thousands of small 
fanners of the Windward 
Islands have no wish to pen- 
alise Ecuador or any other 
exporter, all they want is to 
preserve their modest share 
of the EU market 

Edwin Laurent, 
ambassador, 

permanent representation of 
Saint Lada to WTO, 

Rue des Aduatiques LOO, 

1040 Brussels, 

Belgium 


Sound roots 
of money 
illusion 

From Mr UK. Kao. 

Sir. RulR*rt Chute's "The 
realitv of money illusion" 
(FT, June 30 » is illuminating. 
It shows ihJt a moderate 
deyrw or inflation can act as 
a lubricant ui adjusting real 
wages to chunpng demand 
and productivity differen- 
tials. 

The persistence nf money 
illusion among consumers, 
however, may be rooted in a 
sounder reason: as relative 
prices change in any infla- 
tionary situation - and they 
change more markedly 
within limited ranges of 
inflation than when prices 
are stable - consumers can 
adjust their consumption 
baskets, preferring commodi- 
ties whose relative prices 
have fallen. 

Real incumes. therefore, do 
not have tu bo adjusted by 
the same proportion as infla- 
tion. A consumer who has 
received a per cent income 
rise as a compensation fur a 
5 per cent inflation is thus 
better off than smother who 
has got a 1 per cent rise In 
income as a compensation 
for a 1 per cent inflation. 

Siripurapu K. Rao, 

5 Maresfield Gardens, 

London NW3 5SJ. UK 


Not working 


From Mr Toby Micklethwait 

Sir. Re your report “Lid- 
dell talks tough on pensions 
'scandal'” (June 25). the com- 
pensation procedure is not 
working. Compensation 
should be paid if bad advice 
was given - or risk warnings 
were not given. 

But these are matters of 
opinion. It is ridiculous to let 
insurance companies express 
opinions on their own work. 

Toby Micklethwait, 

Hamilton House, 

Lyne, 

Surrey KT16 0AN 


Difficult reverse call 

Richard Waters examines the policy bind that 
has gripped the US telecoms industry 


It was. as the US’s top 
telecommunications regula- 
tor put it, “unthinkable". 
How could a Congress that 
had ordained competition 
among telephone companies 
countenance a merger to 
recombine parts of the 
monopoly Beil system bro- 
ken up 13 years ago? 

The problem for US policy- 
makers is that tbs alterna- 
tive may be equally unthink- 
able. By belping to crush the 
merger of AT&T and SBC 
Communications, legislators 
and regulators may have 
closed off one of the most 
logical avenues to restruct- 
uring the $aoobn industry. 

The policy bind raises 
uncomfortable questions 
about the development oF 
competition in some other 
US industries that have also 
been fragmented by regula- 
tion. These include finance, 
where the division between 
commercial and investment 
banking is now crumbling 
fast, and electricity, where a 
spate of mergers has broken 
out in anticipation of nation- 
wide deregulation. 

At the centre of the debate 
Is a basic disagreement over 
the effect of such consolida- 
tion. An argument driving 
corporate combinations in a 
range of US industries is 
that mergers which bridge 
the regulatory divide, lower 
costs for consumers and 
improve service. But sceptics 
- apparently including the 
Federal Communications 
Commission which regulates 
the telecoms industry - 
seem to believe that such 
mergers are rather a means 
by which companies seek to 
head off competition. This is 
especially so, they say, in 
sectors that are still in the 
process of deregulation. 

The failure of AT&T's 
plans could also have a bear- 
ing on the international 
competitiveness of the US 
telecoms industry, and on 
those foreign carriers, like 
British Telecommunications, 
which have their sights set 
on the US market. 

A merger would have 
helped AT&T battle the 
“mega-enterprises Iwhich 
are] forming around the 
globe - to date exclusively 
under the domination of for- 
eign companies," Mr Robert 
Allen, the company's chair- 
man, said last month. 

If it bad gone ahead, the 


merger with SBC would 
have produced pure cost 
savings of $9bn a year, 
according to Mr Dan Rein- 
gold, a telecoms analyst at 
Merrill Lynch. 

AT&T’s membership of the 
"mega -enterprise" club is 
open to question. After shed- 
ding its computer and manu- 
facturing businesses, suffer- 
ing defections from its 
international partnership 
and yielding ground at home 
to an onslaught from new 
long-distance competitors, 
the company looks for less of 
a force than it did even a 
year ago. 

But, as one FCC staff 
member says, deliberately to 
promote the emergence of a 
national champion in tele- 
coms by approving the pro- 
posed merger would “smack 
of industrial policy. And we 
don’t do that". 

At the heart of this conun- 
drum is the artificial struc- 
ture of the US telecoms 
industry, with Its barriers 
between the Baby Beils that 
handle local calls and 
long-distance carriers such 
as AT&T. Congress said last 
year that these divisions, 
created by the break-up of 
the national BeD system In 
1984, should be phased out, 
allowing long-distance and 
other companies to enter the 
$100bn local calling business. 
The trouble is, legislators 
gave little direction about 
how this should happen. 

There are only three ways 
for a company like AT&T to 
get its hands on the 
switches, local loops and 
other pieces of infrastruc- 
ture needed to compete at 
local level, says Mr Mike 
Riordan. chief economist at 

The failure of 
AT&T’s plans 
could also have a 
bearing on the 
international 
competitiveness 
of the US 
telecoms 
industry 


tbe FCC. It can buy them 
build them or rent them 
from someone else. 

The option of buying a 
Baby Bell outright has effec- 
tively been ruled out by the 
Washington reaction to the 
SBC merger discussions. 
This came even though nei- 
ther company has ever con- 
firmed officially that the 
talks took place. 

The other two options look 
for more difficult to achieve 
than they did a year ago. 
Building local telephone 
systems from scratch would 
be prohibitively expensive - 
a fact that was obscured 
somewhat by an earlier 
belief in Washington and on 
Wall Street that cable televi- 
sion companies, which 
already have wires r unning 
into two-thirds of US homes, 
would jump into the tele- 
coms fray. 

The retreat of the cable 
industry, which has been 
beset by its own problems, 
has served to highlight the 
lack of an alternative. A new 
AT&T wireless technology 
may eventually provide a 
nay to bypass the wires that 
link millions of homes to the 
telephone system, but it is 
still years - and billions of 
dollars - away from reality. 

The third option, of rent- 
ing space on the existing 
networks, is also fraught 
with problems. It is now 
nearly a year since the FCC 
came up with regulations 
that would force the Baby 
Bells to sell network capac- 
ity at something approach- 
ing cost to their would-be 
competitors. 

Undeterred, the Bells have 
mounted a rearguard action 
through the courts. An 
appeals court ruling on the 
ls6ue is due imminently, 
though a referral to the 
Supreme Court will almost 
certainly continue the delay. 

Against this background. 
AT&T's aborted plan to buy 
a Baby Bell has served to 
hi ghli ght some of the com- 
petitive realities that were 
already becoming apparent. 
One is that the six Baby 
Bells - soon to be five If a 
merger between Bell Atlan- 
tic and Nynex is completed - 
are in a strong position to 
defend their home turf, a 
jump in the share prices of 
the Baby Bells this year - 
which continued on Monday 
on news of the foiled merger 


- stands in stark contrast to 
the lacklustre performance 
of AT&T. 

The second is that AT&T 
will continue to be haunted 
by its history. Tbe company 
may not be the force it once 
was, but it still carries about 
half all long-distance calls In 
the US. In a speech two 
weeks ago, Mr Reed Hundt, 
chairman of the FCC, said 
this made AT&T tbe leading 
natural competitor to each of 
the Baby Bells. 

What he did not say was 
how a company with a stock 
market value of $55bn and 
annual cashflow of $9bn can 
possibly hope to fight 
against a pack of rivals with 
a combined capitalisation of 
about $250bn and cashflow 
exceeding $40 bn. 

Smaller long-distance com- 
panies do not seem to be 
caught in this trap. Implicit 
in Mr Hundt’s speech, and 
more explicit in the private 
comments of some FCC staff 
members, is an understand- 
ing that a company like 
Sprint, the third-biggest 
long-distance carrier, might 
be swallowed by a Baby Bell 
without upsetting the com- 
petitive balance. 

Ironically. AT&T’s case 
would have been helped if it 
had countenanced a much 
faster drop in its market 
share ~ a paradox familiar to 
former monopolists the 
world over. While naturally 
wanting to protect their mar- 
ket share, such former 
monopolies can only truly 
enter the competitive world 
once they have been cut 
down to size. 

The emerging global 
giants of the industry to 
which Mr Allen referred are 
likely to find that the block 
on AT&T would also bar 
them from buying a Baby 
BelL 

That is likely to be of little 
concern to Concert, the com- 
pany due to be formed by 
the combination of MCI and 
British Telecom. MCI, after 
nil,- has set its sights on serv- 
ing big businesses, not being 
a flill- service national carrier 
for consumers. 

The sight of AT&T 
afiftnitori QQ ftll fronts by a 
group of entrenched regional 
companies could turn out to 
be tbe best such interna- 
tional mega-enterprises can 
hope for. 
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Pitfalls for 
the chancellor 


Hr Gordon Brown, the UK 
chancellor, showed when he 
handed control of interest rates 
to the Bank of England that he 
was Impatient to set a new 
direction for a long journey. 
However, his first Budget today 
will be the better if he moves at 
a cautious pace. 

He needs to raise money, and 
to damp down economic growth. 
He has also promised longer 
term reforms of taxation to 
Improve investment He must at 
all costs avoid confusing these 
imperatives. 

The two months since 
Labour’s election victory have 
given Mr Brown insufficient 
time to make detailed plans for 
tax reform. Britain's tax system 
- both personal and corporate - 
abounds with complexities and 
pitfalls. It would be all too easy 
for a new chancellor to 
announce plausible-seeming 
measures which merely created 
perverse incentives and oppor- 
tunities for tax avoidance. 

After the reforms to corporate 
taxation in the 1984 and 1987 
Budgets, further efforts to 
remove distortions need to be 
carefully crafted. The success of 
today's Budget should therefore 
be judged in the first instance 
by what it does not contain. Mr 
Brown has no doubt been sorely 
tempted to raise cash from pen- 
sion funds and the corporate 
sector by phasing out the divi- 
dend tax credit. And he might 
like to dress this up as tax 
reform, especially if it were 
linked to a change in invest- 
ment allowances. 

The hard fact is, however, 
that eliminating the tax credit 
will barm pensions and raise 
the cost of capital to industry, 
while any attempt to tinker 
with investment allowances is 
doomed to be either ineffective 
or very expensive. 

Revised assumptions 

Yet Mr Brown does need to 
raise quite a lot of money. Hie 
revised assumptions for 
national accounts endorsed by 
the National Audit . Office, 
emphasise that the government 
deficit is much too high for an 
economy running at close to full 
capacity and growing faster 
than its sustainable rate. 


The government says it wants 
to reduce the deficit to no more 
than the total of public sector 
investment over the cycle. This 
would imply borrowing of only 
about % per cent of GDP, less 
than half the figure expected for 
this year. To meet this target, 
the chancellor needs to raise 
between £5bn and £10bn in 
extra annual revenue depending 
on how soon he wants to 
achieve fiscal virtue. 

Consumer demand 

Since the public finances are 
enjoying a fair wind from 
declining unemployment and 
increased tax revenues, the 
lower figure may be enough. 
However, the manner in which 
it is raised may prove more 
important than the amount for 
it will be the clearest possible 
signal as to what Labour means 
in government by calling itself 
“new”. 

If he really intends to be 
responsive to the needs of the 
market economy, Mr Brown will 
meet excessive consumer 
demand by tax increases which 
bit consumers. He will make the 
increase large enough to reduce 
the upward pressure on interest 
rates and on sterling. And he 
will take the opportunity, as far 
as possible, to remove distor- 
tions - for example, by ending 
mortgage interest relief and the 
married couple's allowance. To 
raise farther cash, he could con- 
ceivably increase the ceiling on 
National Insurance contribu- 
tions or restrict personal allow- 
ances to the basic rate of tax. 

Unpopular though such 
changes would be, they would 
at least avoid the legerdemain 
of corporate taxes which are 
presented as “painless”. Abol- 
ishing dividend credits and the 
unjustified windfall tax on utili- 
ties have both been presented in 
this light. But neither would 
damp down domestic demand, 
and both would have undesir- 
able side-effects. 

It is still possible that the gov- 
ernment has thought again on 
the dividend credjt.__On toe 
windfall tax. the ’bestAhat ran 
be hoped is that Mr Brown will 
make it as lair as possible and 
promise he will never, never do 
it again. 


US beef 


Hie World Trade Organisation's 
dispute panel ruling against the 
EU's ban on imports of beef 
treated with synthetic hor- 
mones comes as no surprise. 
WTO rules require governments 
that Impose trade restrictions 
on health and safety grounds to 
back their claims with scientific 
evidence. The EU has signally 
failed to do so. 

The passions raised in this 
dispute go far beyond the rela- 
tively small potential trade 
flows. The US. backed by Can- 
ada, wants to set a precedent for 
future cases. US trade officials 
also wish to show Congress that 
trade agreements can work in 
the national Interest 

The EU fears toe further 
unsettling of consumer confi- 
dence, already shaken by the 
BSE scare. Banning imports of 
US beef is hard to justify on 
scientific grounds. Indeed, in 
1995 a 10-year study, endorsed 
by the EU's own scientific advis- 
ers and funded by Brussels, 
found no evidence suggesting 
that using hormones to make 
calves grow leaner and faster 


posed health risks for humans. 

Nevertheless, toe European 
Commission says that - subject 
to member state confirmation - 
It intends to appeal. If the 
appeal fails, it then has three 
options: to lift the ban on 
hormone-treated beef; to main- 
tain restrictions and compen- 
sate the US for lost trade, esti- 
mated at up to $250m by the US 
beef lobby: or to ignore tbe rul- 
ing, as has been urged by 
France. This would lead the 
WTO to sanction US retaliatory 
tariffs. 

Internal political pressures 
may well lead the EU to choose 
the second or. worse still, the 
third option. But either would 
be a huge mistake. The EU has, 
rightly, made great play of the 
sanctity of the WTO disputes 
procedures in cases it has itself 
brought. For this reason, it 
must be seen to abide by the 
rules when rases go against it 
Should it fall to do so, the moral 
authority of the WTO would be 
seriously undermined. If so, the 
EU would itself end up among 
the biggest losers. 


E- commerce 


Commerce on the internet needs 
no special regulation. It should 
not have taken a White House 
task force two years to reach 

that conclusion. 

The need for such a study, 
and the long-drawn-out saga of 
pornography legislation, illus- 
trates the sneaking hostility 
that governments feel towards a 
phenomenon which allows indi- 
viduals to escape their reach. 

In this respect, the internet is 
not unique: satellite television, 
international telephone calls, 
credit cards, even cheap air 
transport all limit governments' 
abDity to control their citizens. 

None of these Is lawless, how- 
ever. Nor. for most purposes. Is 
the Internet Fraud over toe net 
is, if anything, less anonymous 
than it is through telephone 
cold-calling. The normal pro- 
cesses of law enforcement and 
cross-border judicial collabora- 
tion are as well or ill-equipped 
to combat internet wrongdoing 
as any other sort 

Crime is, in any case, a side- 
issue. Much more important is' 
the ride the internet can play in 


accelerating international trade, 
and lowering barriers to entry 
for smaller, geographically 
remote, competitors. Here, as 
the White House study recog- 
nises, governments can best 
help not by making new laws 
but by updating traditional 
ones, sucb as those covering 
contracts and copyrights. 

This requires international 
cooperation. Perhaps the most 
encouraging aspect of the US 
position is the recognition that 
though tbe net’s roots are in toe 
the US, it is now a global phe- 
nomenon. The weakest part of 
the study. Indeed, is toe one 
where that principle is 
neglected: the issue of encryp- 
tion. By treating this essential 
technology as a military secret, 
the US is annoying its allies 
while gaining few practical ben- 
efits. 

If toe US administration is 
serious about playing the lead- 
ing role in encouraging global 
electronic commerce, it will 
have to address the arguments 
over encryption with a more 

Open winri. 
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European domestic appliances: near saturation point 
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Rough and tumble industry 

Domestic appliance groups are adopting varied tactics to boost 
market share in Europe’s stagnant market, says Peter Marsh 


F rom his hillside office 
overlooking Lake 
Varese in northern 
Italy, Mr Jeff Fettig is 
trying to make the 
most of a $3bn gamble. That is 
the amount Whirlpool, the US's 
biggest domestic appliance com- 
pany of which Mr Fettig is Euro- 
pean president, has committed 
since 1969 to build up its position 
in the continent 
Since Whirlpool started its 
drive it has spent $2bn, which 
includes the costs of acquiring 
the domestic appliance division 
of Philips of the Netherlands 
between 1989 and 1991. It plans to 
invest a further $lbn in the next 
five years in product develop- 
ment, factory renovation and 
marketing. 

But for all this outlay. Whirl- 
pool's European sales have risen 
by only 13 per cent since 1990. Its 
European operation actually 
slipped into loss last year in the 
face of the most difficult times 
for the European white' goods 
sector for decades. 

Europe's makers of refrigera- 
tors, cookers, washing machines 
and other domestic appliances 
are battling in a sector that has 
declined in sales value for five 
consecutive years. The industry 
is plagued by overcapacity and is 
being forced to adapt to the needs 
of increasingly cost-conscious 
consumers. Professor Joseph 
Bower of Harvard Business 
School describes the fight for 
market share within the industry 
as a “bloodbath”. 

Blood has already been spilled 
at Electrolux of Sweden, which 
recently announced plans to cut 
12,000 jobs and close 25 factories 
over the next five years, most of 
which will probably be Ln 
Europe. Electrolux, which vies 
with Whirlpool as the world's 
number one domestic appliance 
manufacture, is market leader in 
Europe. But Mr MatsOla Palm, 
vice-president for Europe, pre- 
dicts that this year European 
sales volumes will fall by up to 2 
per cent from last year. 


While some companies are pull- 
ing in their horns, others are tak- 
ing a more aggressive approach 
in spite of toe inauspicious envi- 
ronment General Electric of the 
US, the world's largest company 
by market capitalisation and the 
fourth-biggest maker of domestic 
appliances worldwide. Is setting 
out to double sales in Europe 
over the next three years, it 
intends to bring out a range of 
new products, some of them 
based on US designs, and will 
buy appliances from independent 
companies, which it will sen on 
under its own name. 

In spite of the expected down- 
turn in sales this year, most of 
the big European manufacturers 
agree that future returns are rosy 
enough to justify hanging on. 
There are still savings to be made 
through rationalising production 
and marketing costs. More than 
170 factories based in Europe 
turn out about 200 brands of 
domestic appliances. Many ana- 
lysts say the sector could manage 
with half this number. 

Seven companies - Electrolux, 
Bosch-Siemens and Miele of Ger- 
many, Whirlpool and the Italian 
groups Elfi. Candy and Merloni - 
account for 70 per cent of sales. 
There are dozens of smaller 
"niche” producers, including 
Fagor of Spain and Liebherr of 
Switzerland. Relative newcomers 
from Asia include Daewoo of 
South Korea and Malaysia's Sime 
Darby, which are trying to build 
up sales from a small base. 

In toe longer term, there may 
be rich rewards for the most suc- 
cessful companies in tapping 
what Is expected to be a surge in 
demand for domestic appliances 
from consumers in toe former 
communist eastern bloc. Whirl- 
pool and Bosch-Siemens have 
been among those stepping up 
marketing efforts in toe region, 
although sales so for have been 
disappointing. 

Until sales pick up in eastern 
Europe, manufacturers - in com- 
mon into many companies oper- 
ating in mature markets - will 


have to battle against slow 
growth and increasing competi- 
tion. “It is a war erf attrition,” 
says Mr David Newkirk, a consul- 
tant at Booz-Allen & Hamilton. 
“There are no bold strokes to pull 
off." 

Since 1992, sales volumes of 
household appliances in western 
Europe have grown by an aver- 
age of just 1.2 per cent a year, to 
Sim units last year - worth 
about $27bn at factory prices. But 
because of a 10 per cent drop in 
prices between 1993 and 1996 - 
caused by consumers pressing 
harder for value for money 
against a background of weak 
economic growth - revenue has 
been shrinking , Hals year, profit 
mar gins are likely to drop even 
further from the already meagre 
2 per cent of sales in 1996. 

Further cost pressures have 
resulted from changes at the dis- 
tribution end of the industry. The 
number of retail outlets across 
Europe has shrunk, giving retail- 
ers more clout in dealing with 
man ufa cturers. 

Even in a stagnant market 
with declining profit margins, it 
is possible to increase revenue 
through innovation, says Mr 
Janies Dyson, toe British entre- 
preneur behind the Dyson vac- 
uum cleaner. This device, which 
claims to gather more dust than 
its competitors, has shot to 
annual sales of S150m four years 
after its launch. Mr Dyson, who 
accuses his rivals of failing to 
innovate, is studying ways to 
Improve other domestic appli- 
ances, such as washing 
machines, which he hopes will 
help him achieve yet higher 


But many of bis bigger rivals 
are trying to boost sales through 
Innovation. Even in a sector 
where technological advances are 
likely to be incremental - com- 
pared with, say, consumer elec- 
tronics, which comes out with 
entirely new products every few 
years - ttw smallest inno va tions 
are seized upon by companies to 
promote their products. 


“This is not a commodity busi- 
ness in which all washing 
machin es are equal.” says Mr Sil- 
vano Fumagalli, chief executive 
of Candy, a family-owned Italian 
company. In the early 1990s, 
Candy hit an a new way of feed- 
ing water through its dish- 
washers, which it says results in 
a more thorough wash. This had 
an impact in boosting sales, the 
company says. 

Whirlpool has spent several 
years re-engineering its front- 
loading washing machines so 
that the holes for pushing clothes 
into the drum are a few centime- 
tres wider than rivals - making 
the machines easier to use. 

The industry has also 
embraced computer-aided design 
techniques to speed up develop- 
ment of products. A new washing 
machine can move from the ideas 
stage to the shops in just 2% 
years, twice as fast as only a few 
years ago. 

C ompanies are also 
trying to develop 
machines that use 
less energy and 
water in order to sat- 
isfy increasingly environment- 
conscious 'consumers. Bosch- 
Siemens says its dishwashers 
require 62 per cent less electricity 
and 34 per cent less water than in 
the 1980s - advances the com- 
pany believes have helped in its 
marketing drive. 

The industry has also borrowed 
ideas from the car business in 
developing “product platforms'’ - 
basic liwjig rwi that ran be custom- 
ised to meet varying European 
consumer tastes. 

A new washing machine “plat- 
form” - costing some $Q0m to 
develop - can be turned into as 
many as 400 individual products 
differentiated by features such as 
shape, colour, spin-speed and 
control systems. For an oven, toe 
platform can be adapted to a vari- 
ety of types to reflect different 
cooking styles - with Germans 
requiring space for roasting, the 
British keen on the grill pan and 
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Invitation to 
advance 
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■ Laloo Prasad Yadav, the 
embattled chief minister of 
Bihar in northern India, isn't 
doing too well in wooing foreign 
investors to his poor, rural state. 

“Give me Bihar for a week and 
I'll turn it into another Japan,” a 
Japanese Industrialist recently . 
told Yadav, whose Inept policies 
have contributed to the state 
being the least developed In 
India. The chief minister replied: 
“Give me Japan for a week andl 
will turn it into Bihar.” 

Yadov’s under intense 
pressure to leave public life after 
being charged with conspiracy 
in a $280m scandal involving the 
diversion of public funds. 
Tomorrow he could be deposed 
as president of Janata Dal - the 
party of prime minister 
LK. Gujral and the largest in the 
ruling United Front Coalition. 
He’s refusing to go quietly, 
though some sort of deal maybe , 
stitched up before the voting 
starts. Meantime, he’s causing 
acute embarrassment to the' 
prime minister, as well as 
potential investors. 


Obedient servant 

■ There wasn't a stampede for; 
the governorship of tbe 
Bulgarian national bank after 


prime minister Ivan Kostov 
Showed the old guard toe door. 
Now that the Bulgarian 
currency fa pegged firmly to the 
D-Mark and the money supply fa 
limited to the level of foreign 
exchange reserves, the central 
bank boss can't test his skill at 
managing exchang e rates and - - 
monetary policy. 

: After three senior economists 
turned the job down, Kostov, a 
former finance minister, turned 
in desperation, to Svetdslav • 
GavrhskL, a finance ministry 
official for 25 years. 

■ Soft-spoken Gavrllski, who 
helped negotiate Bulgaria’s 
foreign debt rescheduling a 
couple of years ago, was finance 
minister in a caretaker 
government this year and might 
have expected to hang on to the 
top slot. But, like a model civil 
servant, he obligingly moved 1 
down the road to the BNB. 

At least he gets a plusher 
office in the ornate, 
pre-communist central bank 
than anything available at the ■ 
Stafintet-era finance ministry, 
where ornately carved chairs 
and antique tapestries axe In 
short supply. 


Rocky road 

■ Brazil's transport minister 
Eliseu Padilha fa doing a lot of . 

. explaining this week. Top.oE hfa ' 
busy schedule is a meeting with: 
groups representing the v. 


country's black population - 
he's got to do some fast talking - 
to 6tave off threatened lawsuits. 

Padflha's only been in the* 
government a couple of months. - 
He got the job after months of * ' 
wrangling mainly because he’d ■ 
managed not to offend anyone, 
but he’s catching up fast . . . ; ; 
Attempting a rhetorical flourish 
in a speech, he dropped a 
clanger of earth-moving V , . ./ 
proportions. “In Brazil there are 
two blacks who are admired by 
everyone,” he said. “One fa Pete ,* 
{the former footballer! dor king 
for ever. The other king* fa . , > • 
asphalt. Everybody loves 
asphalt ft is the black that • 
everyone loves.”. 

it's fortunate for Padilha that.’ 
Pete, now BrasSTs sports 
minister, said be hadn’t taken .* 
offence at being considered ; ■ 

equivalent to a petroleum 
derivative used to make .roads- '• i 
But the erring minister ha s to 
explain himself to Brazil ’& 70m ’ 
or so black or coloured peopla ■ 
He says he's ready td face tote V 
critics, and apparently believes- - 
tote trump card fa that he's of 
mixed European and African 5 >"• 
origin himsell LeFx hope he . . , 
doesn't fry any more oratorical ' 
embroidery. 
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tolle^ for mootoato proyictean 
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Kang, others were snapped up iu„ 


the Swedes wanting added 
devices for baking biscuits. 

Technological and design inno- 
vation fa backed up by marketing 
efforts to target specific groups of 
consumers with different brands. 
Merloni has promoted success- 
fully what Mr Francesco Caio, its 
chief executive, calls the “cheap 
and cheerful" Indesit brand to 
costconscious consumers. It has 
kept its up-market Arfaton label 
for customers for whom price fa 
not the prime consideration. 

In an effort to pare costs, many 
companies are trying to rational- 
ise their manufacturing 
operations by using their net- 
work of factories more efficiently. 

Hotpoint, the UK company 
owned jointly by GEC of Britain 
and General Electric, has boosted 
productivity by moving away 
from what it regarded as rigid 
and inefficient production lines. 
Instead it has grouped workers 
into small teams. 

Bosch-Siemens has spent about 
$350m in recent years to auto- 
mate its plants in Germany 
where labour costs are high. It 
has shifted much of its more 
labour-intensive production to 
countries such as Poland, the 
Czech Republic and Spain where 
wages are far lower. 

“There are good opportunities 
for us to maintain progress in 
this sector if we get the strategy 
right,” says Mr Herbert Wfimer, 
Bosch-Siemens’ chief executive. 

“Sales have got to came back 
again,” says Mr Garry Lamb, of 
GfK, which monitors the indus- 
try. “A washing machine or a 
fridge fa something you can’t do 
without" 

Such encouraging predictions 
notwithstanding, Mr Fettig of 
Whirlpool does not underesti- 
mate the difficulties ahead. 
Whirlpool, he says, is two-thirds 
toe way through its “10-year 
vision” to lift returns from 
Europe to what he calls “accept- 
able” levels. It -will be some years 
yet before Mr Fettig knows 
whether Whirlpool's $3bn gamble 
has come off. 
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HK’s new leader pledges to uphold social freedoms ( West fails 

to reach 
deal with 
India on 
imports 


Tung lists homes and 
education as priorities 


By John Ridding and Peter 
Montegnort In Hong Kong 

Mr Tung Chee-hwa, Hong 
Kong's post-colonial leader, 
yesterday signalled Us inten- 
tion to get down to business 
quickly by outlining plans to 
safeguard the region's eco- 
nomic competitiveness. 

In his inaugural address, 
made within hours of the 
handover, Mr Tung said his 
policy priorities would be edu- 
cation and housing. 

He also pledged to uphold 
social freedoms and maintain 
the rule of law. 

His speech appeared 
designed to appeal to the pub- 
lic as well as address the con- 
cerns of the business commu- 
nity, which sees rising costs as 
the biggest challenge for Hong 
Kong. 

Both Britain and China yes- 
terday welcomed the smooth 
handover, which they said 
would underpin improved rela- 
tions. Mr Robin Cook, the Brit- 
ish foreign secretary, spake of 
a more constructive relation- 
ship with Beijing and said the 
handover ceremony had been 
managed with “decorum and 
dignity". 

In Beijing, China's leaders 
signalled that they would step 
up efforts to secure reunifica- 
tion with Taiwan. Mr Li Peng, 





Tung Chee-hwa: stressed 
Importance of Chinese values 

the prime minister, said on bis 
return from Hong Kong that 
the "one country, two 
systems" model "works far 
Hong Kong and Macao [and] It 
can also work for Taiwan". 

Mr Tung promised “resolute 
action" against real estate 
speculation. “We face keen 
competition In trade and ser- 
vices. and our competitiveness 
is threatened by persistently 
high Inflation. Rampant spec- 
ulation In the property market 
in recent months has seriously 
affected our competitiveness 
and people's livelihood." 

His warning sent shares In 
Hong Kong property compa- 
nies lower on International 
stock markets, with Henderson 
Land falling In Tokyo, and 


Hongkong Land slipping in 
Singapore. The Hong Kong 
stock market remained closed 
for a handover public holiday. 

Mr Tung promised to 
increase overall housing sup- 
ply by at least 86,000 flats a 
year, for higher than the 30,000 
brought to the market in 1996. 

The Inadequate supply 
would be eased by an accelera- 
tion of reclamation projects. 
Improved Infrastructure and 
reduced red-tape. 

Mr Tung outlined plans to 
Improve the standard of edu- 
cation In the territory, Includ- 
ing the extension of full-day 
schooling to all primary 
schools. Although he did not 
address the question of fund- 
ing, he has previously rejected 

any change to the territory's 
low-tax regime. Hong Kong 
has a large budget surplus and 
fiscal reserves, equivalent to 
more than US$40bn. 

Mr Tung also outlined plans 
for welfare schemes and 
underlined the Importance of 
Chinese values in Hong Kong. 
• Several thousand pro- 
democracy activists took to 
the streets of Hong Kong yes- 
terday. The protest passed off 
peacefully. 


Education and housing, Page 4 
Observer, Page 18 
Barry Riley, Page 15 


Eurotunnel 

extension 
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but I am Concerned we get an 
Integrated transport policy." 

Eurotunnel Bald the joint 
government statement was "a 
good step forward". It expected 
the proposal for a profit-shar- 
ing deal, which would take 
effect In 2052, would Involve an 
equal sharing of pre-tax profits 
between the company and the 
governments. The company 
said it would be happy to dis- 
cuss ways of increasing rail 
freight. 

The provisional deal follows 
intensive lobbying by Euro- 
tunnel and shareholder groups 
since late 1995 when the com- 
pany announced a standstill 
on the payment of Its Junior 
debt with 225 creditor banks. 
At one stage the company was 
seeking a 999-year concession. 

The governments' announce- 
ment came on the eve of a 
meeting today of the 3, 000- 
strong Association of Euro- 
tunnel Shareholders to deter- 
mine Its voting position on the 
restructuring plan. Mr Chris- 
tian Cambler. Its president, 
said: “We will support the plan 
now. Our meeting will only 
last 16 minutes. If we have got 
to this point, it is thanks to 
me." 

Eurotunnel was originally 
granted a 55-year concession In 
1987, which was Increased to 
65 years In 1993. 


Japanese cancer 
drug toll hits 94 


By Owen Robinson 
In Tokyo and 
Daniel Green In London 

At least 94 Japanese cancer 
patients have died from the 
side-effects of a popular cancer 
treatment after the Japanese 
health ministry underplayed 
the drug's risks. 

The revelation has 
embroiled the ministry In fur- 
ther scandal - on top of Its 
alleged failure to halt distribu- 
tion of HTV-talnted blood prod- 
ucts In the 1980s - and has 
sparked fury over unethical 
practices in Japan’s drugs 
Industry. 

Dr Masanort Fukushima, 
head of the Alchl Cancer Cen- 
tre In Nagoya, western Japan, 
said yesterday that health min- 
istry data indicated at least 94 
patients had died from the 
side-effects of lrlnotecan 
hydrochloride, a treatment for 
lung and cervical cancer. The 
total was likely to grow. 

At least 5,000 cancer patients 
have been injected with lrlno- 
tecan, marketed under the 
name Topotecln by Dallcbl, 
and as Campto by Yakult. 

The drug Is marketed in 
Europe as Camto by Rh6ne- 
Poulenc Rarer and In the US 
by Pharmacia & Upjohn as 
Camptosar. 


Western drug companies 
regard the Japanese market as 
more prone than their own to 
concerns over side-effects. Irl- 
notecan's use in most markets 
outside Japan is limited to the 
treatment of cancer of the 
colon, and has not been linked 
to unusually high death rates. 

Dr Fukushlma’s public 
warnings last week forced an 
admission from the drug's two 
makers in Japan, Dalichl Phar- 
maceutical and Yakult Hon- 
sha, that 39 deaths had 
resulted from its side-effects. 
Yesterday they acknowledged 
that the figure of 94 fatalities 
was correct 

In late 1996, 18 months after 
the drug’s commercial launch, 
the ministry only admitted 
that nine people bad died from 
side-effects, which include 
damage to blood cells. At the 
time, however, it knew at least 
55 people had died out of 1,000 
given it in clinical tests, 
according to Dr Fukushima. 

A health ministry spokes- 
man acknowledged that the 
high number of deaths from 
irinotecan had not been publi- 
cised. but said the ministry 
had warned about Its side-ef- 
fects since its launch, and 
would soon warn doctors and 
hospitals “to be more careful 
about administering the drug". 


By Khozem Merchant 
in New Delhi 

India refused to agree 
yesterday to the rapid lifting of 
import controls, precipitating 
a collapse in negotiations with 
Its western trading partners. 

Both sides refused to give 
ground, and developed coun- 
tries will almost certainly refer 
the matter to the World Trade 
Organisation's disputes panel. 

“No consensus was 
reached," said a WTO official, 
adding that this was regretta- 
ble. “There was a divergence 
on Interpretation of the bal- 
ance of payments situation." 
One official said the US was 
"fed up" with the talks, which 
have dragged on for nearly 18 
months, and would now be 
“seeking consultations". 

A WTO panel would almost 
certainly rule against India, 
largely because of the coun- 
try’s rising foreign exchange 
reserves and healthy balance 
of payments which, according 
to the International Monetary 
Fund, would help the country 
withstand an influx of cheap 
foreign goods. Impart controls 
on consumer goods have pro- 
tected India’s domestic indus- 
try for nearly 50 years. 

WTO officials said India's 
progress has been watched 
very carefully by China, which 
faces similar trade negotia- 
tions soon. This complicated 
proceedings as western coun- 
tries feared setting unhealthy 
precedents, said an nffiefal. 

India has come under 
intense pressure to dismantle 
tariffs and accelerate its Inte- 
gration Into the global econ- 
omy. Its last offer was to 
remove controls an 2,700 items 
in three stages over seven 
years. The US, Australia, New 
Zealand and the European 
Union, India's main trading 
partners, insisted on a two or 
three-year phase-in period. 

India controversially 
insisted on removing controls 
an the most sensitive goods, 
such as food grains and wheat, 
only In the final year. How- 
ever. it placed the least contro- 
versial goods, such as some 
types of metals, paper and 
woods in the early years of the 
phase-out, annoying western 
countries. 

Nevertheless, India has 
secured the support of Brazil, 
Cuba and the countries of the 
Association of South-East 
Aslan Nations, which groups 
the powerful tiger economies 
that Include Malaysia, Thai- 
land. Singapore and Indonesia. 

Officials in Geneva said 
India argued forcefully and 
emotionally" that “western 
countries should encourage 
liberalisation but they must 
understand [India’s] political 
difficulties". This referred to 
India's weak government, that 
contains strong factions repre- 
senting agrarian interests. 


FT WEATHER GUIDE 


Europe today 

It Is expected to be very wet over 
north-western Europe. 

Steady rain Is expected over most of 
the UK. The Benelux and France will 
have thunder showers. 

The Ibadan peninsula wlU have a 
mixture of sun and doud, and north- 
eastern Spain win have some 
thunder showers. There will be 
scattered showers in the Interior of 
Spain. 

The Alps win have rain and thunder 
showers. Italy will stay mainly dry, 
and there will be sunshine over 
southern Italy. 

The northern Balkans will be partly 
cloudy, and the southern Balkans 
will have plenty of sunshine. 

Southern Turkey wHI be sunny. 

Phw-day foreeast 

During the next tew days, conditions 
over north-western Europe will 
remain changeable as low pressure 
stays in the area. 

Cloud, rain and showers will also 
continue over Scandinavia. 

It will be sunny over south-eastern 
Europe. 

TODAY'S 1MRMUM 
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It does not take X-ray vision to spot 
the commercial sense in Amenham 
International's merger with Nor- 
way’s Nycomed. The enlarged 
group will be the world's largest 
supplier of diagnostic imaging 
agents - which enhance X-rays and 
medical scans - with SO per cent of 
a £3 bn (S6bn? market The fit, In 
products, technology and geogra- 
phy, Is excellent And the group Is 
promising annual cost savlhgs of 
£4om within three yean. Amer- 
sham’s timing looks impeccable. Its 
shares have Jumped a fifth since it 
announced a m er ge r with the bio- 
tech division of Pharmacia & 
Upjohn three weeks ago, while 
Nycomed ’s have been woeful pen 
formers. As a result, Ameraham's 
shareholders will get 60 par cent of 
the new group, although their com- 
pany is contr ibuting less thaq 40 
per cent of the profits. At yester- 
day's prices, Amenham is valued at 
around 19 times forecast 1997 earn- 
ings and Nycomed only 14 times. 

That does not mean it is a bad 
deal for the Norwegians. Relief that 
Nycomed has found another part- 
ner, two years after its foiled 
merger a ttemp t with Ivax of the US 
and despite a poor record since, 
sent the shares up 23 per cent yes- 
terday. In the circumstances. Its 
management has done well to 
secure an equal share of bond seats 
- though the new chief executive, 
Mr Bill CasteU, comes from Amor- 
sham. Critically, Nycomed has also 
obtained prior approval from its 
large shareholders, who torpedoed 
the Ivax merger two years ego. 

Given that failure, the troubles at 
Pharmacia & Upjohn, and two big 
deals In one month at Amenham, 
Mr Caste 11 will have to demonstrate 
a tight grip on this cross-border 
marriage. Investors will also want 
reassurance that mice pressure In 
US contrast media, the source of 
Nycomed's problems, Is stabilising. 
And the potential of Nycomed’s 
new ultrasound technology Is still 
unclear. But a rating of 16 times 
estimated 1998 earnings does not 
look expensive for a rapidly grow- 
ing healthcare company, 

US markets 

Is the US witnessing the triumph 
of capitalism and the end of the 
business cycle? Or are the old pat- 
terns about to reassert themselves? 
Ask equity and bond investors and 
you get two different an swers . US 
share prices have risen by around 
20 per cent this year. Bonds, by 
contrast, have struggled to make 
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any progress at all despite a banign 
conjuncture im-itiriittg telling infla- 
tion, subdued commodity prices and 
a shrinking budget deficit. 

The paradox is partly explained 
by upgrades to profit forecasts fol- 
lowing strong first quarter growth. 
This made shar e valuations look 
less stretched, But It cannot dis- 
guise the tension between the com- 
forting trend In current data and 
fear of setbacks which may lie 
ahead. Equities are focused firmly 
on the present Confidence is bol- 
stered by the belief that a process of 
perpetual cost-cutting will protect 
corporate profits from rising wage 
costs. Bonds, however, believe that 
the combination of tight labour 
markets and buoyant consumer 
confidence can only spell rising 
Inflation «»d interest rates. 

Both markets look vulnerable. ~ 
The odds stUlfavour a further 60 
basis points rite In US Interest rates 
by early next year - hardly a com- 
pelling scenario for bonds. For equi- 
ties, the outlook Is arguably worse. 
Not only will rising bond yields 
undermine equity values, but there 
is the added risk of nasty earnings 
shocks sb sub-6 per cent unemploy- 
ment eventually translates Into a 
larger slice of the pie for labour. 

C&W/Optus 

An important strategic theme of 
Cable and Wireless under Mr Dick 
Brown, Its relatively new chief exec- 
utive, has been to "dig deep" in 
select telecommunications markets. 
That was the Idea of combining 
Britain’s Mercury ria nmiunlg«tfonR 
with three cable companies, now 
christened Cable and Wireless Com- 
munications (CWO- That, too, Is 
why it is taking control of Optus - 


the Australian equivalent of CWC. 
With a few chunky operations 
rather thou a string of small stakes 
in businesses spread around the 
globe. C&W will look less llko an 
Investment trust. There are also 
operational benefits in taking con 
trol at Optus. Until now. the group 
has suffered from having three 
equal shareholders with divergent 
Interests. One symptom of the con- 
sequent drift has been u revolving 
door In the boardroom, with three 
chief executives In 18 months. 

Optus still faces an uphill strug 
gle competing against Telstra, the 
state-owned former monopoly. Not 
only can Telstra be expected to 
improve Us telecoms service oneo It 
la privatised but Its Foxtol Joint 
venture with Mr Rupert Murdoch's 
News Corporation 19 a formidable 
rival to Optus Vision In the pay- 
television market. The competitive 
climate Is especially difficult 
because Australia docs not award 
monopoly franchises for cable. 
Optus and Foxtel are competing far 
the same programming rights and 
customers. If a peace treaty 
between the two groups material- 
ises. the outlook will be much bet* 
ter. But the history of bitter pay-TV 
battles elsewhere suggests this 
could be a long drawn-out contest 

C&W has yet to demonstrate that 
Its initial Investment In Australia is 
creating value. Using yesterday's 
transaction os a valuation bench- 
mark. the annual return so for it. 11 
per cent - adequate but nothing to 
crow about Meanwhile, tlie long- 
cherished aim of crystallising 
Optus's value through a flotation 
has been delayed yet again, perhaps’ 
until 2000. 

UK equities 

Let us hope the market rumour - 
that Labour has abandoned plans to 
cut the tax credit on dividends in 
today’s Budget - Is well-founded. 
Yesterday's sharp rise In equities 
would then be validated. If Labour 
instead imposed taxes on consum- 
ers. there would be on extra benefit, 
as there would be less need to raise 
Interest rates sharply to head off 
inflation. But if the rumour proves 
untrue, the disappointment could 
be severe. With profit forecasts 
being cut because of sterling's 
strength and further Interest rate 
increases on the way. even rampant 
bid speculation may be insufficient 
to sustain current valuations. 

See additional Lex comment 
on Royal Mail, Page 19 



In Mach 1996, John Crane doubled Its 33% holding in its 1987 joint venture in Tianjin. Tuking management control triggered 
vigorous acdon to create a new. more effective team do tackle China's £20 million marten lor mechanical seals. 
Manpower was rationalised and senior staff retrained in Sinjppore. Capital Investment brought new lapping machines and 
computed. The canteen, changing rooms and shower blocks were completely refurbished. New uniforms demonstrated team pride. 
John Crane Tianjin raised sale s 50% In 1996 and now exports to Europe, Ada and. evert to Japan. 

As China's matter leader In sealing systems, die Tianjin team today tops die league. 

John Crane is one of II Group's three specialised engineering businesses, the others being Bundy and Dowty. 

Each one Is a technological and market leader Jn Its field, "fogethet; their specialist skills enable 
TI Group to get the critical answers right for its customers. Worldwide.' 
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IN BRIEF 


Ambrosiano 
buys bank 

The board of Banco Ambrosiano Veneto, the 
private Italian bank, hys given the go-ahead for 
the LS^OObn (S5bn) acquisition of Cariplo. 

Italy’s largest savings tank. The deal will 
to the privatisation of Cariplo, owned by a chari- 
table foundation, and win create one of the 
country’s biggest banking groups. Page IB 

mobile operators raise prices 

Spain's two competing domestic nnHiitar phone 
business operators agreed to raise the price of 
mobile handsets by 50 per cent. The increase is 
the first for mobile clients since the cellular 
phone sector was deregulated in 1995 and a sec- 
ond operator, Airtel, began competing with Tele- 
fdnica Moviles, the cellular unit of the dominant 
telecoms group. Telefonica. Page 18 

Rothschild Swiss parent p r ofits op 66% 

Pre-tax profits at Rothschild Continuation Hold- 
ings, the Swiss parent company of the merchant 
banking group, increased by 66 per cent from 
SFrlOSm to SFrl79m (8125m) in the year to 
March 3L Page 19 

CAW m t ro ng t ho na Asia Pacific profile 

Cable and Wireless, the UK-based telecommuni- 
cations group, yesterday agreed to pay £445m 
($734m) in cash to increase its stake in Optus 
Communications, Australia's second largest 
operator, to 49 per cent The deal strengthens 
the group's position in the Asia Pacific region 
where it already has a majority holding in 
Hongkong Telecom. Page 19 

Disagreement over BA alliance 

Mrs Margaret Beckett, the UK trade and indus- 
try secretary, and Mr Karel Van Miert, the Euro- 
pean competition commissioner, failed to settle 
longs tanding disagreements about the contro- 
versial transatlantic alliance between British 
Airways and American Airlines. Page 19 

Motoro la out of D-Ram chips 

Motorola plans to phase out production of 
dynamic random access memory (D-Ram) chips, 
the most widely used type of data storage, the 
US electronics group said. Page 16 
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Amersham International deal will create medical diagnostics leader 

Nycomed agrees UK merger 


By Daniel Green and 
Roger Taylor in London 

Norway's Nycomed and 
Amersham international of the 
UK are to merge in a deal that 
creates one of the world's big- 
gest medical diagnostics 
groups. 

The company, Nycomed Amer- 
sham, win be based in the UK 
and led by Mr Bill Castell, 
Amersham' s chief executive. 

At last night’s closing share 
prices, the combined group 
would have a market value of 
£2.1bn ($3.46bn) - of which 
£l.lbn is accounted for by 
Nycomed. Amersham shares 


By Paid Betts In Milan 

Stet. the Italian tele- 
communications group due to 
be privatised in the autumn, 
win today announce in Rome 
its long-awaited strategic 
alliance with AT&T, the larg- 
est US telecommunications 
company. 

The initial agreement Is 
expected to involve a commer- 
cial partnership between the 
two groups, but could lead to a 
share exchange. AT&T may 
also become one of the core 
shareholders of Stet when It is 
privatised in October. 

Stet is also expected to 
announce today a co-operation 
agreement with Unisource, the 
European alliance of smaller 
European carriers linked to 
AT&T. However, it is not 
expected to replace Telefonica 
of Spain in the Unisource con- 
sortium. Telefonica abandoned 
Unisource in April to join the 
Concert partnership between 
British. Telecommunications 
and the US operator MOL 

Stet chairman Mr Guido 
Rossi has made a strategic alli- 
ance with a leading interna- 
tional telecommunications 
operator a priority since tak- 
ing over at the beginning of 
the year. He said such a 
link-up was a vital part of the 
group's privatisation strategy. 

Stet, which will be renamed 
Telecom Italia after its merger 
with the Telecom Italia operat- 
ing company, has been anx- 
ious to expand its interna- 
tional activities to reduce its 


rose 87V4p to £16.82%p and 

Nycomed NK1I&5 to NKr 1325. 

The two have been In Infor- 
mal talks since 1993, but 
became serious only after 
Nycomed failed to merge with 
Ivax of the US last year. Nyco- 
med investors blocked that 

deal, but were likely to back 
this one. said Mr Svein Aaser, 
Nycomed chief executive. 

Both groups specialise in 
medical imaging. Nycomed 
sells chemicals that improve 
the quality of X-Ray images 
when injected, and Amersham 
has radioactive materials that 
can be used to produce images 
of the inside of the body. 


heavy dependence on the Ital- 
ian market Only about 9 per 
cent of Stefs annual revenues 
come from international 
operations, in spite of a series 
of recent foreign investments. 

Stet has also sought an 
international partnership to 
reinforce its domestic position 
before the liberalisation of the 
Italian telecommunications 
market Other international 
groups such as British Tele- 
communications, France Tele- 
com and Deutsche Telekom 
are seeking Italian partners to 
compete once it is liberalised. 

Stet has also been keen to 
see AT&T become one of the 
core shareholders of the priva- 
tised Telecom Italia, to rein- 
force the links between the 
two groups and to provide a 
“white knight” in the event of 
a hostile bid. 

The agreement is also impor- 
tant for AT&T, which has suf- 
fered a number of recent set- 
backs including the collapse of 
merger talks with SBC Com- 
munications. 

AT&T was seriously embar- 
rassed by the defection of Tele- 
fonica to Concert, and its Inter- 
national strategy has been 
criticised by observers who 
have questioned whether its 
WorldPartners alliance, involv- 
ing Japanese and Singaporean 
partners, has the strength to 
take on Concert and Global 
One, the alliance between 
Deutsche Telekom and France 
Telecom. 


Stet faces Cuba suit, Page 16 


Nycomed Amersham will 
have about 80 per cent of the 
£3bn a year imaging agent 
market, ahead of Italy’s 
Bracco, MaHinkrodt of the US 
and Germany's Sobering. 

On 1996 figures, the com- 
bined entity would have 
annual sales of £1.46bn and 
operating profits of £244m, 
with Nycomed contributing 
more th an Amersham. 

Mr Castell said the company 
would grow by exploiting new 
imaging technologies, such as 
magnetic resonance and ultra- 
sound. 

There would also be about 
£4Qm In annual cost savings - 


Viacom 

By Christopher P ar ke s 
In Los Angeles 

Viacom, Mr Sumner 
Redstone's entertainment 
empire, yesterday issued its 
second profits warning this 
year and announced a charge 
of about 9300m to help resolve 
troubles at its international 
Blockbuster video rental 
chain. 

Tbe US group's shares 
dipped 2 per cent on the news, 
which was preceded by gloomy 
reports to investors and a 17 
per cent slide in Viacom's 
stock market value over the 
past two weeks. 


about 350 jobs would be cut 
from a combined workforce of 
11,600. 

At Amersham's closing price 
the offer values each Nycomed 
share at £1084 - a 23 per cent 
premium to the previous day's 
close. Amersham is offering 
650 shares for every 1,000 of 
Nycomed ’s. To deal with Nyco- 
med’s non-voting stock, it will 
create its own class of non- vot- 
ing shares and issue 650 far 
every 1000. It said it aimed to 
unify the two share classes. 

In theory, Nycomed share- 
holders are getting 53 per cent 
of the joint company. But in 
practice, if Amersham buys in 


Internal problems at Block- 
buster, which led to the recent 
replacement of the chain’s 
chief executive, have been 
compounded by sluggish 
demand and an estimated 8 per 
cant slide in store turnover. 

Excluding the second- 
■ quarter charge, full-year cash- 
flow, defined as earnings 
before tax, depreciation and 
amortisation, could fall as low 
as 9400m, the company said 
yesterday. This compares with 
an estimated 9700m in 1996. 

Second-quarter earnings at 
this level were expected to he 
between $40m and $50m - 
about a third of last year’s 


some Nycomed shares for cash 
as expected, they will be left 
with about 50 per cent. 

Nycomed shareholders will 
also receive a special dividend 
of NKrS.62 a share to cover the 
last nine months' trading. 

The company win be listed 
in London, New York, Oslo 
and Copenhagen, but head- 
quartered in Amersham, Buck- 
inghamshire. 

Nycomed was advised by 
Goldman Sachs and Sundal 
Collier, and Amersham was 
advised by Morgan Stanley 
and Deutsche Morgan Grenfell. 


Lex, Page 14 


result - on revenues of 9880m 
to 9900m, it said- 

The warning followed a first- 
quarter caution that because 
of ‘inferior” video releases and 
“short-term" problems with 
the transfer of Blockbuster’s 
offices to Texas, cashflow 
would be up to 20 per cent 
lower than analysts' forecasts. 

The 9300m charge would 
cover the costs of reducing 
Inventory in the US and clos- 
ing “under-performing” stores 
in foreign markets. 

Viacom said Mr John 
Antioco, Blockbuster’s Incom- 
ing chief executive, would refo- 
cus on video rental. 


Nomura 
sharply 
down in 
eurobond 
league 

By Gffian Tett In Tokyo 

Nomura's global ranking in 
the eurobond league tables 
has fallen sharply since a cor- 
porate scandal at the group in 
March. 

Nomura International, its 
London-based affiliate, fell to 
15th place in the eurobond 
market between April and 
June, after ranking as the 
fifth largest underwriter in 
the first quarter. 

The decline indicates that 
the scandal may have affected 
the group’s international busi- 
ness. Several domestic clients 
in Japan have already 
defected. 

The scandal centres on alle- 
gations that Nomura’s Tokyo 
headquarters had financial 
links with “sokaiya", corpo- 
rate racketeers who demand 
money In exchange for not dis- 
rupting meetings with share- 
holders. 

Nomura yesterday denied 
any big defections. The scan- 
dal had some impact, but the 
overall effect was modest, it 
said. Nomura blamed the loss 
of market share on currency 
and interest rate turmoil. 
This, it said, damaged the 
appetite for bonds among Jap- 
anese investors. However, 
Dazwa, the second largest Jap- 
anese securities house in the 
yen enrobond market, 
increased business in this 
period. 

IFR Securities Data, a mar- 
ket research group, said that 
in the first half of the year 
Nomura was the 10th largest 
underwriter in the overall 
eurobond market. 

Nomura, Japan's largest 
securities company, has gener- 
ally been between fifth and 
10th position in recent years. 
The company underwrote 
96-2bn worth of eurobonds in 
the first quarto-. TTiis fell to 
83.1bn in the second 
quarter. 

That pushed its market 
share down from more than 4 
per cent to 2.4 per cent Mer- 
rill Lynch, the US investment 
bank, was the largest under- 
writer. 

In the yen eurobond market, 
Nomura's ranking fell from 
top position to seventh posi- 
tion in this period. 

Nomura officials said reve- 
nues from the eurobond busi- 
ness represent only a modest 
fraction of the total profits 
from London. 


Stet to announce 
ties with AT&T 
and Unisource 





Publishing rights to classic Motown songs by the Snpremes, above, plus thousands of other soul 
music hits by stars such as Marvin Gaye and Stevie Wonder have been bought by EMI Group. 
The UK company has agreed terms with Motown founder Berry Gardy Report, Page 19 


warns on profits 


Barry Riley 

London fund managers 
and the end of empire 


As the Royal 
r Yacht Britannia 

fifclJ W*j T. steamet * slowly 
awfl y from 
Hong Kong in 
W T5a the early hours 
of yesterday, 
fund managers 
Wm in London may 

have wondered whether they 
should also have lowered the 
flag on their Aslan posses- 
sions- They have certainly 
shed a few tears. 

London-based institutions 
started the year with three big 
overseas equity bets. They 
were notoriously underweight 
In US equities: UK pension 
funds, according to Caps, the 
performance measurement 
consultants, had only a 2 per 
cent exposure to Wall Street In 
an overall commitment to 
overseas equities of 21.2 per 
cent With the US representing 
52 per cent of the World ex-UK 
Index, a full proportional 
weighting would be 1Z per 
cent 

The biggest compensating 
overweight position has been 
In continental Europe, where 
pension funds started 1997 
with a 10 per cent exposure 
against a “neutral” 4 per cent 
The Japanese weighting, in 
contrast, is reasonably close to 
neutral, at just over 3 per emit 
This leaves the third big bet 
the Pacific Basin excluding 
Japan (essentially, south-east 
Asia and Australia). This 
region represents just 6 per 
cent of the World ex-UK index, 
nearly half of that being Hong 
Kong. That ought to boll down 
to just 13 per cent of a UK 
pension fund’s portfolio. In 
feet such fends have a weight- 
ing almost four times that size 


(more than twice their US 
exposure). 

We can now calculate the 
results of these bets halfway 
through 1997. Overall, relative 
progress is poor. If they have 
matched the Individual index 
movements, the funds will 
have underperformed the 
World ex-UK index in their 
overseas portfolios by some 3£ 
per cent True, this does not 
take account of stock selec- 
tion, which has probably 
added value in Japan, but 
maybe not elsewhere. 


British institutions 
have long favoured 
south-east Asia 
as a source of 
exotic growth 
and glamour 


Shunning the US has, of 
course, proved a serious 
short-term misjudgmeat. On 
the other hand. Wall Street’s 
22 per cent six-month gain is 
not that much ahead of 
Europe's 19 per cent apprecia- 
tion (these rises are in ster- 
ling). The switch from the US 
to Europe has therefore not 
been very costly this year. 

The overcommitment to the 
Pacific region is another mat- 
ter. Although the Hong Kong 
market has stood up wen to 
recent political uncertainties, 
its index has climbed only 9 
per emit this year. Elsewhere 
the region is in trouble, with 
Thailand and Korea (though 
the latter is not in the FT/S&P 
Actuaries world index series) 
plumbing the depths and Sing- 


apore and Malaysia down too. 
Overall, the regional Index has 
risen only 3 per cent in six 
months. 

British institutions have 
long favoured south-east Asia 
as a source of exotic growth 
and glamour. The large expo- 
sures now evident date back to 
the exceptional returns of 1993, 
when Hong Kong doubled. 

UK fund managers have held 
on patiently, expecting a 
repeat of the bull market of 
the early 1990s. They tend to 
have offices in Hong Kong but 
not in. say, Brazil The south- 
east Asian region has, how- 
ever, proved disappointing. 

Meanwhile, US-based manag- 
ers have found far richer pick- 
ings in Latin America, where 
the Mexican stock market is 
up 35 per cent in six months in 
sterling terms and the Brazil- 
ian index 63 per cent 

Too many of the south-east 
Asian economies have reached 
a critical stage of development, 
where the inadequacies of the 
financial infrastructure are 
revealed. Thailand, for exam- 
ple, has a domestic financial 
crisis and is under attack by 
currency speculators. 

Maybe the apparent Latin 
American ascendancy reflects 
strong cash flow from the 
north rather than any eco- 
nomic miracle. But whereas 
UK-based managers used to 
have the biggest cheque books 
and were the dominant influ- 
ence on the emerging markets, 
now they are having to adapt 
to a new reality in which IK 
funds call the tune. 

Hong Kong is now Chinese, 
UK fend managers may also 
have to concede they have sur- 
rendered part of their empire. 
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Motorola to stop making D-Ram chips 


By Louisa Kahoe 
in San Francisco 

Motorola plans to phase out 
production of dynamic ran- 
dom access memory (D-Ram) 
chips, the most widely used 
type of data storage, and will 
reallocate production facili- 
ties to other chips, the US 
semiconductor and electron- 
ics group said yesterday. 

The decision would not 
lead to job losses. Motorola 
said, but the company expec- 
ted to take a pre-tax charge 
in the current quarter of 


about SI 70m to write down 
technology development 
costs and manufacturing 
equipment. 

The shift is part of a broad 
realignment aimed at focus- 
ing resources on high- 
growth markets. Motorola 
said. 

The market for D-Rams is 
notoriously volatile and 
prices for the “commodity” 
chips, which are produced 
by numerous manufacturers 
in Asia, fell precipitously 
over the past two years. 

Ironically, Motorola's exit 


from tbe D-Ram market 
comes as prices are firming. 
However, ft also coincides 
with the emergence of a new 
generation of higher capac- 
ity D-Rams. which require 
substantial new investment 
in plants and equipment 
Motorola has deliberately 
limited its participation in 
the D-Ram market to a lower 
than 5 per cent share of the 
world market since the mid- 
1980s. and over tbe past 
three years its share has 
been less than 2 per cent 
Motorola has two joint 


ventures in the D-Ram mar- 
ket, with Siemens of Ger- 
many and Toshiba of Japan. 
The US company said it 
would maintain these part- 
nerships, but convert its 
share of production to other 
products. 

In Japan, Motorola's joint 
venture with Toshiba cur- 
rently produces D-Rams, 
microprocessors, and other 
logic products The joint ven- 
ture’s newest facility, which 
now produces 16-megabit 
D-Rams, will gradually shift 
operation to logic products. 


With Siemens. Motorola is 
building a large semiconduc- 
tor plant in the US which 
was originally designed for 
D-Ram production. Instead, 
the companies will now use 
D-Rams to ramp to volume 
production and then switch 
Motorola's portion of produc- 
tion to other types of mem- 
ory chips. 

Siemens and Motorola 
remained committed to mak- 
ing the plant the world's 
most competitive memory 
factory, said Mr Andreas von 
Zitzewitz, president of the 


Siemens' memory division. 

Motorola’s withdrawal 
from the $80bn D-Ram 
market leaves Texas Instru- 
ments and Micron Technol- 
ogy as the only large 
US participants in this seg- 
ment of the semiconductor 
industry. 

The market, which is 
expected to grow to more 
than $70bn over the next 
four years. Is dominated by 
South Korean and Japanese 
producers, with several 
Taiwanese ventures also 
competing for market share. 


Coca-Cola on track 
to hit sales targets 


By Richard Tomldns 
in New York 

Coca-Cola, tbe US soft drinks 
company, yesterday 
indicated that sales had 
continued to fizz in the 
second quarter, saying it 
expected to report a 7 to 8 
per cent increase in the 
volume of drinks sold 
compared with the same 
period last year. 

It also said it would report 
an after-tax gain of $20Qm in 
the second quarter from the 
sale of its 30 per cent stake 
in Coca-Cola Bottlers 
Philippines to Coca-Cola 
Amatil, the Australian 
bottler, announced in April. 

The announcements 
helped the shares claw back 
some of the ground they had 
lost the day before, when an 
unusually large sale towards 
the end of the session left 
the shares $3% down at 


$67‘/i. In early trading 
yesterday, they bad 
rebounded to $68%. 

However, the optimism 
was muted because the vol- 
ume increases marked a 
slight slow-down from recent 
growth rates. Further. Coca- 
Cola said the $200m gain 
would be only “partially" 
additive to its results, sug- 
gesting that it might be off- 
set by other factors. 

Coca-Cola arms to beat the 
rate of growth in the US soft 
drinks market and to 
increase volumes at a rate of 
8 to 10 per cent outside the 
US. Yesterday it appeared 
set to achieve both targets in 
the second quarter. 

The company said it expec- 
ted US volumes to have 
risen by 4 to 5 per cent and 
while it did not separate the 
expected increase in vol- 
umes outside the US, ana- 
lysts said the figure 


appeared to be 8-9 per cent. 

Mr Roy Burry, an analyst 
at Oppenheimer & Co, said: 
“The good news is that both 
of these gains are good and 
within the target range. The 
bad news is that they show 
some slowing.” 

Mr Burry said the US 
growth rate of 4 to 5 per cent 
compared with 6 per cent 
last year and 8 per cent in 
this year's first quarter, 
while the international 
growth rate of 8 to 9 per cent 
compared with 9 per cent 
last year and 9 to 10 per cent 
In this year's first quarter. 

However, the figures were 
within the range of expecta- 
tions, and analy sts appeared 
content with their forecasts 
of second quarter earnings. 
According to the first Call 
research service, the consen- 
sus forecast is for earnings 
per share of 47 cents, up 
from 42 cents a year earlier. 



: Coke aims to beat the rate of growth in the US soft drinks market 


Office Depot shares tumble 19% 


By Richard Tomkins 

Shares in Office Depot 
plummeted 19 per cent in 
early trading yesterday after 
a federal court shocked Wall 
Street by blocking an agreed 
$4bn takeover of the US 
office supplies superstore 
chain by Staples, its biggest 
rival 

Late on Monday, the US 
District Court in Washington 
granted the Federal Trade 
Commission a preliminary 
Injunction against the 
merger, upholding the FTC’s 
view that the deal was anti- 
competitive and would lead 
to higher prices. 

The outcome broke new 
ground In US merger policy 
by introducing theories 


about the so-called unilateral 
effects model. This seeks to 
predict the ability of big con- 
sumer product companies to 
exercise power over tbe mar- 
ket in spite of competition 
from smaller rivals. 

Staples and Office Depot 
had argued that their merger 
could not be seen as anti- 
competitive because the 
combined companies would 
control barely 5 per cent of 
the US office supplies mar- 
ket But the FTC said the 
merged company would 
dominate a distinct market 
segment served by office 
supplies superstores. 

Mr Phillip Proger. a part- 
ner of Jones Day Reavis & 
Pogue, a Washington law 
firm, said the outcome was 


“a big win" for the FTC. “I 
think it means the FTC is 
likely to be much more 
aggressive in future on 
transactions involving retail 
channels of distribution," he 
said. 

Staples said the boards of 
both companies would 
review the judge’s decision 
over the next few days, but 
Mr Thomas Sternberg, Sta- 
ples chairman and chief 
executive, said It was likely 
that the merger would be 
terminated. 

“After spending millions 
of dollars and countless 
hours of associate time on 
the merger process, the addi- 
tional expense and time 
involved in pursuing the 
matter further in the court 


system doesn't seem to be in 
tbe best interest of our 
shareholders, employees or 
customers,” Mr Sternberg 
said. 

Office Depot's shares 
tumbled to $15% in early 
trading, roughly the level at 
which they were trading 
before tbe all-share bid. 

In contrast. Staples’ shares 
gained $1%, or 6 per cent, to 
$24%, in the belief that 
Staples had learned useful 
trade secrets from Office 
Depot during the merger 
process. 

Staples appeared to con- 
firm this, saying it had 
gained “valuable insights” 
over the last nine months, 
particularly in merchandis- 
ing and distribution. 


Westinghouse 
denies CBS sale 


RHONE-POULENC INFORMS ITS SHAREHOLDERS 


Rhone-Poulenc 

accelerates the pace of its transformation 


44 To continue to strengthen 
its presence in life sciences, 
reinforce the improvement in the 
performance of its chemicals/ 
fibers businesses and increase its 
strategic flexibility, we are 
studying two major votential 
initiatives which would mark a 
significant new phase in Rhone- 
Poulenc's development: 

• Reinforce Rhone-Poulenc’s 
position in pharmaceuticals 
through an increase in the 
Company's ownership of Rhone- 
Poulenc Rorer from 68.30b fo 
100%. 

Rhone-Poulenc. with Rhone- 
Poulenc Rarer and Pasteur Merieux 
Connaught, already ranks among 
the leading pharmaceuticals 
groups worldwide, and is one of 
the foremost groups in animal 
and plant health. 

• Combine the chemicals and 
fibers & po lymers businesses o f 
Rhdne-Poulenc to create a new 
company which would be listed in 
1998. if market conditions perraif. 
Rhone-Poulenc would retain 
substantial majority control o f 
the new compan y. 

Combining the chemicals and 
fibers and polymers businesses 
into a new company would 
increase technological, industrial 
and commercial synergies. 

I am convinced that if we under- 
take these initiatives, we will 
enhance shareholder value for 
Rhone-Poulenc Rarer and Rhdne- 
Poulenc. 99 

Jean-Rend Fourtov 
Chairman and Chief Executive 


Rhone Poulenc, 
one of the 
leading groups 
worldwide 
In life sciences and 
specialty chemicals. 


fP 


contributes, 
through 
its innovations, 
to the improvement 
in health of men, 
animals and plants, 
as well as 
the quality and 
safety of products 
used in industry 
and daily life. 


Financial implications of these 
operations: 

• The Group would have only 
one publidy-Usted life sciences 
company, Rhone-Poulenc. 

• The net debt-to-equity ratio 
would be brought down to 60% 
by the end of 1998 and to 50% 
by the end of 1999 as a result of: 

- the improvement in operating 
cash flow; 

- the increase in equity: 

- the capital raised by listing the 
new company; 

- the divestiture of non-strategic 
assets. 

• Rbdne-Poulenc’s objective 
remains to increase its earnings 
per share by 20% in 1997 and 
1998, despite a slight dilution 
in the first two years and exclud- 
ing exceptional items. 

• The Group expects to main tain 
the 1997 dividend per share at a 
level at least equal to 1996. 


(f Rkone-Paulenc’s Board of Directors 
decides to proceed with all or same of 
these initiatives, appropriate corporate 
approvals will be requested and required 
procedures with employee representatives 
will be observed. 


Investor Relations: 

25. quai Paul Donmer 
92408 Courtwvoie cedex. France 

For additional information, contact*. ■ 
+33 1 47 68 00 97 

Internet : 

bttp://wvrw.rhone-poalenc-com 
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By Richard Waters 
in New York 

Westinghouse Electric 
yesterday denied a report 
that it was considering sell- 
ing the CBS television net- 
work, which lies at the cen- 
tre of its ambition to turn 
itself from an industrial con- 
glomerate into a media and 
entertainment company. 

Tbe New York Post 
reported that both Microsoft 
and Seagram were consider- 
ing a bid for the network, 
which had earlier prompted 
a 7 per cent jump in 
Westinghouse ’s stock. By 
late morning, though, the 
shares had settled bade to 
$23 ft. a rise of $fi from the 
previous day’s close. 

Westinghouse said it 
planned to “build CBS into 
the pre-eminent media com- 
pany in the industry, not to 
sell it.” 

Microsoft also later denied 
tbe report, saying it was 


committed to a joint venture 
with NBC, a rival network, 
which has produced a pio- 
neering all-news cable televi- 
sion channel and internet 
news service. 

The report, the latest in a 
round of rumours about 
CBS, comes as Westinghouse 
is edging closer to shedding 
the last of its manufacturing 
operations, leaving the 
group’s own long-established 
broadcast television stations 
plus CBS. Infiniti Broadcast- 
ing, a radio group, and the 
country-music cable televi- 
sion stations once owned by 
Gaylord Entertainment 

The break-up. planned .to 
take place before the end of 
this year, is the culmination 
of a four-year effort of Mr 
Michael Jordan, chairman, 
to shed underperforming 
operations. Helped by take- 
over specul ati on, the shares 
yesterday were more than 50 
per cent above their low 
point of the last 12 months. 


AMERICAS NEWS DIGEST 


Investors seek 
Hapoalim stake 

A group of investors led by Mr Ted Arison, the US 
businessman, yesterday pressed the Israeli government to 
s t vk to its timetable for selling off Bank Hapoalim, 
Israel’s biggest bank, and said the consortium would bW 
for the entire 69 per cent stake the government has put to 
tender. 

“We intend to take the state out of the bank 

completely.” said a representative of Mr Arison's group. 
The group Intends to bid for an immediate 345 per cent 
In the bank, with an option to purchase an 
additional 345 per cent It would not confirm recent 
reports that it plans to bid between $825m and $S90m for 
the first stage of the sale. 

Mr Arison’s representative said his consortium began 
negotiations this week on the conditions of the sale with 
MI Holdings, the state agency charged with selling the 
banks. If the government places no obstacles, he said, the 
sale process should be completed by August 18. 

Mr Arison’s consortium also includes Claridge- Israel, 
the investment group backed by Mr Charles Bro nfman , 
the f-anadian h ngmpssman, and other US and Israeli 
investors. A second group led by Mr Jeffrey Kell, the US 
banker, is also competing in tbe tender. 

Avi Machtis. Tel Aviv 

Santander, Osorno unified 

B anco Santander Chile has completely integrated the 
operations of Banco Osorno after the 1996 merger of the 
two rihiiean banks, reducing personnel costs in the first 
five months of the year by 24 per cent in the process. 
Banco Santander said it had closed 41 branches, 
representing 19 per cent of the bank’s total network, and 
reduced staff levels by 860 employees, or 18 per cent of 
payroll. 

Hie unifi cation of the Santander and Osorno credit 
portfolios forced the bank to take a $17m accounting 
charge in the first half. Spain’s Santander Group bought 
508 per cent of Osorno for $495m last year from Chile’s 
Inflsa group. It subsequently merged the two banks, and 
now owns about 75 per cent of Banco Santander Chile. 

Santander said it was able to maintain its 14 per cent 
pre-m er ger combined share of the Chilean current 
account market. It said it also raised commission income 
as a percentage of gross margin to 16.6 per cent, from 14.1 
per prior to the merger. AP-DJ, Santiago 

Argentine bank buy 

Banco de Galicia y Buenos Aires, one of Argentina’s 
largest hanks in terms of assets, is to buy a small regional 
hawk The purchase of the unspecified hank comes amid 
ongoing c onsolida tion in Argentina's financial system, 
which has been fuelled by the arrival of leading 
international Institutions. Galicia Itself has been the 
suhject of acquisition rumours. 

hi May 1997, Galicia completed its 31.2m peso ($32m) 
purchase erf 49 per cent of Banco Sudecor Litoral, an 
80-branch bank based in central Cordoba province. Its 
December 1996 purchase of 30 per cent of Brazil's Banco 
BGN Barclays is pending regulatory approval. 

AP-DJ, Buenos Aires 

Velox arranges funding 

Velox Investment, the majority share holder of Argentine 
supermarket chain Disco, said it lauded a $200m 
short-term loan to finance Its acquisition of 37 per cent of 
Chile's Santa IsabeL A group of banks led by the US’s 
Citibank provided the six-month fi n ancing . Velox said it 
put up a 26 pa- cent Disco stake to guarantee repayment 
Its Velox International Investments unit in May agreed to 
pay $229.7m far the 37 per cent stake in Santa Isabel, 
Chile's largest supermarket chain. AP-DJ, Buenos Aires 

Disney sees growth in Peru 

Walt Disney, the US entertainment company, expects 
$20m in 1998 from product sales in Peru, with an average 
30 per cent annual growth far the next five years, 
according to local newspaper reports. Reuter, Lima 

Warner-Lambert shares surge 

Shares of Warner-Lambert gained more than 5 per cent 
yesterday amid growing optimism for sales of two new 
drugs: Lipitor. used to reduce cholesterol and Rezulin. 
which is for patients with Type H diabetes who are 
already taking Insulin. Warner-Lambert was $6A higher 
at $130* in early afternoon trading. Reuter, New York 


Stet faces suit oyer Cuban link 


By Paul Betts in Milan 
and Lesfie Crawford 
in Mexico City 

Stet, tbe Italian tele- 
communications group 
which is poised to sign today 
a strategic partnership with 
AT&T, is facing tangled web 
of multi-million dollar litiga- 
tion relating to its Cuban 
telecoms interests. 

The litigation, involving 
claims and counter-claims 
for several hundred million 
dollars, is likely to be a 
thorn in the side of the com- 
pany as tt prepares for priva- 
tisation in October. 

The row Is mainly with 
Domos, tbe private Mexican 
group which had been a 
partner In Cuba with Stet 
until it pulled out recently. 


Stet entered the Cuban 
market three years ago 
when it bought for about 
$280m a 25 par cent stake in 
Compafila Interamericana de 
Telecomm nnicaciones 
(Citel), a subsidiary of 
Domos. Citel had earlier 
taken a 49 per cant stake in 
Etecsa, the island’s telecoms 
company. 

However, the joint venture 
came under strain after the 
Mexican group foiled to pay 
a final instalment of $32Qm 
for its original 49 per cent 
stake. Domos ha d agreed to 
pay $706m fra* this holding, 
and soon after si gning the 
deal with Cuba sold a 25 per 
cent interest in Citel to Stet. 

Domos had also pledged to 
Invest $750m over seven 
years to modernise Cuba’s 


outdated telecoms network. 
The deal was the biggest for- 
eign investment in the 
island. 

The Mexican group has 
now relinquished its stake in 
the Cuban company and Stet 
is the only foreign investor, 
with a stake of about 30 per 
cent 

Stet sued Domos for about 
$300m m July 1996, since the 
Citel subsidiary continued to 
owe tbe Cuban government 
an outstanding instalment 
for its equity stake in the 
Cuban telecom company. 

But Mr Reginaldo Cepeda. 
Domos chief legal adviser, 
said the company was now 
In turn studying the possibil- 
ity of initiating legal action 
against Stet to claim com- 
pensation “for a minimum of 


$900m” relating to the Mexi- 
can group’s divestiture from 
Etecsa. 

To complicate matters fur- 
ther, Stet has also been 
talking to ITT, the US group 
which operated the Cuban 
network before the Castro 
revolution, to compensate 
the US company for its 
Cuban holdings confiscated 
in 1960. 

ITT is understood to have 
$190m in outstanding Cuban 
claims. 

Settling the ITT claims is 
important for Stet to avoid 
facing sanctions under the 
Helms-Burton Act - the US 
legislation which requires 
foreign companies to report 
to Washington any assets 
they own in Cuba that were 
confiscated from US owners. 


The Financial Times plans to 
publish a Survey Qn 

Japan 

on Tuesday, July 15 


Haj Haffejee in London 
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Nissan sets 
up telecoms 
R&D unit 


Uy Mtotifyo Nafcamoto 
In Tokyo 

Nissan, Japan’s second 
largest vehicle manufac- 
turer, has set up a company 
for research and develop- 
ment of telecommunications 
technologies to support its 
mobile communications affil- 
iates. 

The new company, Nissan 
Communications Systems, 
toffl take on R&D activities 
to develop mobile telecoms 
services, including research 
into mobile phones. It will 
also develop, produce and 
sell telecoms equipment and 
software. Nissan hopes to 
- - strengthen consulting actrvi- 
ties for the telecoms indus- 
try through its new unit 

Nissan Communications 
Systems will be 100 per cent 
owned by Nissan and is 
expected to support the 
Tu-Ka Cellular group of nine 
regional mobile phone com- 
panies, In which Nissan 
owns stakes of up to 30 per 
cent 

The decision to set up a 
separate telecoms company 
stemmed from Intensifying 
competition in Japan’s 
mobile phone market. Nis- 
san indicated. 

Separately. Toyota, 
Japan's largest carmaker, 
has set up a vehicle parts 
manufacturing uni t, m north- 


ern Japan. The unit will 
start production of parts for 
anti-lock brake systems In 
the autumn 199& Toyota is 
targeting sales of Y7bn 
($6im) in the year to March 
2000. 

Toyota had planned to set 

up the subsidiary in 1990, 

but the prolonged slump in 
its home market forced it to 
put off the plan. 

• Mazda plans to boost 
capacity utilisation at Us 
Hofu plant in southern 
Japan, which has been run- 
ning at only about 40 per 
cent capacity. 

The carmaker invested 
Y60bn in Hofu in 1992, 
adding a new line for luxury 
vehicles. But the state-of-the- 
art plant has suffered from 
low capacity utilisation since 
the yen's sharp rise against 
the dollar hurt exports and 
Japan's vehicle market 
slowed. 

Mr Henry Wallace, Mazda 
president, has aimed to 
increase capacity at Hofu 
since he assumed the top job 
when Ford, the US car- 
maker, increased its stake in 
the Japanese company to 
33.4 per cent last April. 

Mazda plans to lift produc- 
tion of the restyled Capella 
saloon in an attempt to raise 
capacity utilisation at Hofu 
to more than 60 per cent in 
the second half of 1997. 


★ 
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Western groups woo Japan’s savers 


Opportunities in mutual funds are substantial but marketing problems will have to be overcome 


T his summer some Jap- 
anese brokerages are 
sporting striking post- 
ers of Galileo and Marco 
Polo. In an effort to attract 
Japanese savers, Goldman 
Sachs, the US investment 
bank, has christened its 
funds after inspiring western 
legends. ' 

The tactic has paid off. In 
the ll months since Gold- 
man Sachs started the busi- 
ness In Japan, its funds have 
increased 20-fold, to more 
than Y450bn (S35bn) in May, 
leaving it the largest foreign 
group in Japan's retail 
mutual fund business - 
known as investment trusts 
in Japan. 

The question now pmzling 
many western banks and 
fund managers is whether 
this surge reflects an iso- 
lated marketing success, or 
heralds a broader boom in 
Japan's hitherto underdevel- 
oped mutual fund sector. 

Fidelity, the US group 
which is the world’s largest 
fund manager, hopes It 
points to a boom. Last week 
It received permission from 
the Japanese government to 
establish a brokerage busi- 
ness in Japan. It plans to use 
the new business to set up 
the first fully-fledged 
US-style telephone invest- 
ment services in the country 
later year. 

Ms Donna Morris, branch 
manager of Fidelity Broker- 
age Services, says: “The 
opportunity here is just phe- 
nomenal - it is the second- 
largest capital market In the 
world." 


Foreign investment advisers in Japan 

Mutual funds. assets in Japan by book value $bn, (Match 1997) 
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Other western groups are 
less sanguine. Although 
mutual funds have been sold 
in Japan for more than a 
decade, attempts to persuade 
Japanese savers to buy more 
mutual funds have had lim- 
ited success. At present they 
account for a mere 3 per cent 
of all assets, compared with 
10 per cent to the US. 

Many observers suspect 
that marketing and distribu- 
tion problems will need to be 
overcome before the sector 
ran take off- One fund man- 
ager says: “Most Japanese 
savers are very suspicious of 
mutual funds - there Is a 
real marketing problem 
here." 

The suspicion stems in 
part from the Japanese stock 
market's falls earlier this 
decade, in which many fund 
holders had their fingers 
burnt. However, western 
bankers say another factor 
has been the marketing style 
of Japanese brokers, who 
manage more than 90 per 
cent of the mutual funds in 
the country. to use Japanese brokers to 

These brokers have tended sell funds, as they had an 
in the past to sell mutual effective monopoly on distri- 
funds not as long-term button. However, the rela- 
investments, but as tionship has 
short-term quasi-speculative been uneasy, 
instruments. Brokers' cns- Most of the 
tomers, for example, have 
been encouraged to change 
their funds frequently. And 
although this generated fees 
for the brokers, it has left 
many Japanese investors 
suspicious of mutual fund 
products. 

Until now. foreign groups 
have generally been farced 


Goldman Sachs Investment trves are not readily avail- 
Trust Management, says: “If able. Setting op a high-street 


Japanese houses sell too 
many other products this 


Japanese bro- 
kers also sell 
in-house 
funds devel- 
oped by their 
own Invest- 
ment trust affiliates, and are 
not always committed to 
marketing competing prod- 
ucts. Mr Akira Ishida, of 


‘What we are trying to do & turn 

savers into investors That will 

not happen overnight 9 


can cause intern**! conflicts." 

Western groups are now 
mulling other distribution 
options, but cheap alterna- 


distribution network or pur- 
chasing a large Japanese 

broker, for 

example, 
would be very 
costly. 

Another 
option is the 
Japanese 
_____ __ banks. 

Though these 
have been barred from 
mutual fund business wntfi 
now, the planned deregu- 
lation of tile hnarwrial sector 


win allow them to distribute 
funds for the first time later 
this decade. This could pro- 
vide a sew competitive alter- 
native to the brokers and 
introduce mutual funds to a 
wider segment of the popula- 
tion. 

In the meantime, Fidelity's 
move last week has intro- 
duced another possibility - 
the telephone. 

The US group plans to 
start offering brokerage trad- 
ing services over the tele- 
phone later this year, fol- 
lowed by fully-fledged 
Investment services early in 
1998. It hopes this will 
enable it to reach clients 
directly and Introduce Japa- 
nese savers to the unfomfUar 
US concept of using mutual 
funds far purposes such as 
retirement or education. 

Telephone trials over the 
last year at the Japanese 
broker Nomura and the UK 
group Mercury Asset Man- 
agement have had only lim- 
ited success, and even Fidel- 
ity admits it is unsure about 
demand. Initially it plans to 
invest in no more than a few 
dozen staff and says it will 
continue to distribute 
through brokers. 

If the move works, it is 
likely to be copied. "What 
we are trying to do is turn 
Japanese savers into inves- 
tors," explains Ms Morris. 
“That will not happen over- 
night - but it did not happen 
quickly In the US either. 
Japan now looks like the US 
did 20 years ago.” 


Gillian Tett 


Sulzer Medica aims at 
pace of US tech stocks 



Andr6 Bucheh sales in US dollars better than sector average 


M r Fritz Fahrni, 
chief executive of 
Sulzer, has a 
spring in his step again. 
After nine years of strug- 
gling to turn round one of 
the grand old names of 
Swiss engineering, he finally 
has something to show for 
his efforts. 

Sulzer Is about to sell 25 
per cent of Sulzer Medica, 
which ^Tnakes. everything 
from artificial hips to heart 
pacemakers, in an initial 
public offering of 2.3m 
shares. Sulzer shares, after 
years of underperformance, 
have risen by around two- 
thirds this year in response 
to the decision to unlock the 
only real jewel left in the 
Sulzer crown, raising around 
SFrTOOm ($480. lm) from the 

IPO. 

The Sulzer Medica IPO is 
being described as Europe’s 
answer to successful US 
medical technology stocks 
such as Medtronic. Guidant 
anri DePuy. Guidant shares 
have risen nearly sixfold 
since the spin-off from EU 
Lilly in December 1994. 

With two-thirds of its staff 
in the US and 95 per cent of 
- Its sales outside Switzerland, 
Sulzer Medica regards itself 
as more like a US company, 
which explains its decision 
to seek an additional New 
York listing. 

Sulzer Medina's earnings 
bave been flat for the past 
three years but Mr Andre 
Bucbel, chief executive, is 
confident that that is about 
to change. Sales growth may 
look sluggish in Swiss franc 
terms but in US dollars they 
have been growing more 
than 8 per cent a year since 
1992. which is better than 
the industry average, says 
Mr BucheL 

The Sulzer Medica story 
started in Sulzer's Winter- 
thur foundries in the early 
1960s. Swiss surgeons were 
seeking a suitable material 
for hip transplants and 
Sulzer engineers came up 
with a biocompatible alloy. 
For the next 25 years. Sulzer 
concentrated on orthopaedic 

products, which still contrib- 
ute just over half total sales. 

In Europe, one to four arti- 
ficial hips comes from Sulzer 
and it is the European mar- 
ket leader. However, the 
S6.6bn world market is rela- 
tively mature, and Sulzer 
only has 6 per cent of the 
profitable US orthopaedic 
market, which accounts for 
nearly half world sales. 

In 1988 Sulzer Medica paid 
$800m for Intermedics of the 
US which took it into heart 


pacemakers - an industry 
dominated by Medtronic of 
the US. which has half the 
world market rt is the fast- 
est growing part of Sulzer 
Medica's business and 
accounts for more than a 
third of total sales. 

Sulzer Medica’s ability to 
hold on to its number three 
position hinges on keeping 
pace with rapid technologi- 
cal changes. Until recently it 
has only been able to pro- 
vide bradycardia pacemak- 
ers, which manage slow or 
irregular heartbeats. These 
account for around three- 
quarters of the $3.3bn world 
market In pacemakers. 

The biggest growth is in 
areas such as implantable 
cardioverter defribillators. 
which treat potentially fatal 
fast heart beats by deliver- 
ing minute electrical shocks. 
Sulzer has been slow to 
enter this market but has 
recently launched the Res-Q 
Micron defribillator. Once 
implanted to a patient, this 
allows extra therapeutic 
options to be added by tap- 
ping in a new software code 
rather than resorting to 
open heart surgery. 

T he most profitable 
part of Sulzer Medi- 
ca's business is 
mechanical heart valves, 
where it is number one in 
Europe. However, operating 
margins bave fallen from 
47.1 per cent In 1993 to 28£ 
per cent in the first quarter 
of 1997, as the company has 
shifted away from sub-con- 
tracting for rival manufac- 
turers towards selling its 
own products, involving 


, heavier marketing expenses. 

With the proceeds from 
the IPO. and the greater 
commercial freedom. Sulzer 
Medica is expected to go on 
the acquisition trail. 

However, the recent $80m 
damages to settle an ortho- 
paedics patent dispute with 
Stryker, a US rival, highlight 
the fact that rapidly chang- 
ing technology is not the 
only business risk facing 
companies such as Sulzer 
Medica. Product liability is a 
third risk. It is far easier to 
recall 20,000 cars than 20,000 
pacemakers lodged inside 
patients. 

Sulzer Medica’s shares will 
be priced on July 14 and 
based on an indicative price 
of SFr300-SFr350. Analysts 
es tima te it is being valued at 
between 15 times and 18 
times 1998 earnings. Its prof- 
its are expected to grow any- 
where between 10 per cent 
and 18 per cent over the next 
few years. 

Morgan Stanley, which is 
leading the issue, has done 
two comparable transactions 
over the past three years. It 
floated Guidant. which 
makes pacemakers, in 1894. 

on a prospective multiple of 
11.3 times earnings, and 
DePuy. the world's oldest 
orthopaedic company, last 
October, on 14.2 times 1997 
earnings. 

Guidant is now trading on 
28 times 1996 earnings and 
DePuy on 16 times earnings, 
which suggests that Sulzer 
Medica, which straddles 
both businesses, has been 
reasonably priced. 

William Hall 


NZ media groups in talks 


Independent Newspapers of 
New Zealand is in talks to 
buy 51 per cent of Sky Net- 
work Television, the pay-TV 
network, AP-DJ reports from 
Wellington. 

Hie stake is held by HKP 
Partnerships, a venture 
between four US communi- 
cations and media groups: 
Ameritechi Bell Atlantic. 
Time Warner and TCL 


News Corp, Mr Rupert 
Murdoch's media group, 
owns the remaining 49 per 
cent of Sky Network. 

Mr Mike Robson, Indepen- 
dent’s managing director, 
said he hoped that negotia- 
tions would be successfully 
concluded in the near 
future. 

Earlier this year Indepen- 
dent Newspapers abandoned 


talks to buy op to 84 per 
cent of Sky Network. 

Last month reports circu- 
lated of a public offering or 
Sky Network shares. The 
size of the Issue was esti- 
mated at NZ$800 m 
(USS542.2m). Analysts say 
Independent Newspapers 
could emerge as a corner- 
stone shareholder In a listed 

concern. 



Unique insights stem from unique knowledge. Knowledge that 
often comes from long-term, committed relationships. This was 
the case with Bankers Trust and Tel^fbnos de Mexico, S. A. de C.V 
(Telmex), Mexico's premier telecommunications provider. This 
relationship allowed us to initiate and quickly execute a short-term 
financing solution for Telmex that was cost-effective and captured 
a market opportunity that others had not yet anticipated. Our 
extensive structured finance expertise, our insight into the international capital markets, and 
an understanding of our clients’ objectives enabled us to creatively structure a securitization 
that was initially si 2 ed at $200 million. However; market appetite was strong enough that it 
allowed Telmex to increase the size of the financing to $280 million- We welcome the opportunity 
to discuss how we can develop equally innovative solutions to your financial challenges. 
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Renault, Peugeot in gearbox link 


By Andrew Jack m Paris 

Renault and PSA Peugeot-Citro£n. 
the rival French car manufacturers, 
yesterday unveiled a new automatic 
gearbox, in the latest tec hni cal 
link -up between the two groups. 

The companies said they had each 
paid for half of the FFr2. 8bn ($477m> 
investment required for the develop- 
ment of the gearbox, which should 
be available In several models 
of their cars from next 
year. 

Mr Louis Schweitzer, chairman of 
Renault, said the new product was 
the latest in a series of collabora- 
tions between the two groups since 
1966. These have included the cre- 
ation of joint research laboratories 


and the development of engines and 
gearbox technology. 

Mr Jacques Calvet, chairman of 
PSA Peugeot-Citrofin. stressed that 
co-operation in technical areas was 
possible between the two groups, but 
ruled out the often-mooted idea that 
the groups should merge. 

He also said the groups may be 
willing to sell the gearbox to other 
car manufacturers. 

The gearbox has been under devel- 
opment by a joint team of 350 
employees since the middle of 1992. 
At full capacity, daily production 
will total 1,600, taking place at 
Societe de Transmissions Automad- 
que. which is 80 per cent controlled 
by Renault, and at Peugeot’s Valen- 
ciennes site. 


Responding to questions on the 
poor health of the French car indus- 
try, Mr Calvet predicted further 
declines in new vehicle registrations 
during the year and said greater vol- 
umes of purchases to renew the 
existing stock of cars would help 
contribute both to road safety and 
environmental pollution. 

He attacked the emphasis of 
French macro-economic policy on 
fighting inflation. He called for 
reform of the country's system of 
business rates, reductions in value 
added and corporation tax, and mod- 
ifications to the regulations govern- 
ing company cars. 

Mr Schweitzer attempted to avoid 
questions on the closure of the Ren- 
ault plant at Vilvorde in Belgium. 


which has triggered a renewed polit- 
ical storm after the decision was 
confirmed over the weekend. 

He stressed that the Renault 
board had taken the move in the 
Interests of the company, and that 
it would now begin negotiating a 
redeployment plan for the 3.100 
employees. 

Mr Lionel Jospin, the French 
prime minister, told Socialist depu- 
ties in the National Assembly yester- 
day afternoon that there would be 
no redundancies as a result of the 
closure. 

He emphasised that his govern- 
ment had met its campaign commit- 
ment by re-e xamining the case with- 
out promising to keep the plant 
open. 


Playing liar’s 
poker with 
Eurotunnel 

A group of the company’s 
shareholders meets today to 
decide whether to back the 
planned $14bn restructuring 


M r Christian Cam- 
bier looks more 
than a little ner- 
vous. The pressure is mount- 
ing on the man who repre- 
sents one of the largest 
outstanding groups of share- 
holders threatening to block 
Eurotunnel's £83bn ($1-1 bn) 
restructuring plan. 

Five years after he created 
the Association of Euro- 
tunnel Shareholders, he has 
probably never had such a 
critical role in determining 
the future of the company. 
Some 15 of the association's 
members meet today to 
decide whether they will 
support the plan at the com- 
pany's extraordinary general 
meeting on July 10. 

“We are playing liar's 
poker," Mr Cambier says in 
his Paris office. “I have to be 
calm. I don't have the right 
to make mistakes. We have a 
single shot at success. 1 * 

His tuning appears to have 
been perfect, arranging his 
meeting the day after the UK 
and French governments 
met his association's key 
condition for voting in 
favour an outline in princi- 
ple to extend the Euro- 


tunnel's operating conces- 
sion beyond its current 
expiry date of 2052. 

Mr Cambier admits that he 
has also been "psychologi- 
cally weakened" by the sur- 
prise decision on Monday by 
Northern Cross, the investor 
which holds 37m shares, to 
change tack and vote in 
favour of the restructuring - 
apparently with no condi- 
tions attached. 

The effect has been sud- 
denly to reduce his bargain- 
ing position, since at least 
58m votes would be required 
to block the plan. Between 
his 3.000 members and other 
investors who have provided 
him with proxies. Mr Cam- 
bier hopes to wield 15m-20m 
shares. Other opponents are 
claiming a further 15m. 

But Mr Gambler's position 
is significant, not just 
because of his voting influ- 
ence, but also because he 
represents the anxieties of 
Eurotunnel’s individual 
shareholders. Like' many of 
them, he is likely to vote in 
favour, even though be has 
been frustrated on many 
occasions by the company. 

Trained as a stockbroker. 



Christian Cambier represents the anxieties of Eurotunnel's individual shareholders 


he left Compagnie Finan- 
ciers Edmond de Rothschild 
- with which he retains 
close contacts - to form Pri- 
gest, his own investment 
company, in 1982. He claims 
FFrl.2bn ($204m) in funds 
under management from 200 
clients. 

He created his association 
in 1992 because “every time I 
went to an analysts' meet- 
ing. the chairman 
announced had news”. He 
says: "There are 700,000 iso- 
lated shareholders out there. 
They are frustrated and lost 
It was imperative to create a 
lobby.^ ? ■ ■ 

He twice hired trains to 
take his members through 
the Channel tunnel, and last 
year marched them to the 
British embassy to demand 


an extension of the conces- 
sion. In 1994, as the share 
price plummeted, he lobbied 
Mr Edouard Balladur, the 
then French prime minis ter, 
to nationalise the tunnel 
with the slogan “Give us our 
money and we'll give you 
back the baby”. 

Mr Cambier criticised the 
composition of Eurotunnel's 
board and helped launch 
judicial inquiries into 
alleged price-fixing. He has 
spoken out over the pain to 
investors caused by the 
restructuring, and over the 
non-executive directors who 
until recently held Just ’one 
share each in the company. 

Careful not to take a deci- 
sion on his own, he has 
asked his executive commit- 
tee. as well as other associa- 


tion members selected at 
random, to sign their names 
alongside their votes in 
today's meeting. 

But he has already indi- 
cated that he himself will 
vote in favour - and threat- 
ened to take the 5m shares 
he holds for family, friends 
and clients with him, what- 
ever the derision of the asso- 
ciation. One member of his 
committee has already 
resigned in protest 

Tm not Zorro and Tm not 
a kamikaze." he says. “We 
will make our support condi- 
tional on an extension of the 
concession ."But I am con- 
vinced that we would lose 
everything if Eurotunnel 
went bankrupt” 

Andrew Jack 


Go-ahead for Ambroveneto bank buy 


By Paul Betts 

Tbe board of Banco 
Ambrosiano Veneto 
(Ambroveneto). the private 
Italian bank, yesterday gave 
tbe go-ahead for tbe 
L8,500bn ($5bn) acquisition 
of Cariplo, Italy's largest 
savings bank. The purchase 
will create one of the coun- 
try’s biggest private banking 
groups. 

Tbe deal will also lead 
to the privatisation of Cari- 
plo, which is owned by 
a charitable foundation. It 
will be financed largely by 
a capital Increase by 


Ambroveneto of between 
L6,200bn and L6 JOObn- 

Ambro veneto and the 
Cariplo charitable founda- 
tion are expected to finalise 
details of the purchase by 
the end of this month. Priva- 
tisation should be completed 
by the end of this year. 

The first stage will see 
Ambroveneto hive off its 
banking activities into a new 
company, leaving only a 
holding company. This will 
own 100 per cant of Ambrov- 
eneto’s banking operations 
and those of Cariplo. 
although initially these win 
be kept separate. 


The Cariplo foundation, 
led by Mr Giuseppe Guzzetti, 
its new chairman, will 
remain a core shareholder of 
the Ambroveneto holding 
group, with an initial stake 
of 29 per cent. 

Credit . Agricole, the 
French bak which owns 29 
per cent of Ambroveneto. 
will see its stake drop by 3-4 
per cent to 25-26 per cent 
However, this is expected to 
rise again to about 29 per 
cent making it the largest 
single shareholder in the 
new enlarged group. 

Alleanza, the Italian life 
assurer, will own 16 per cent 


and become the insurance 
partner for the Ambroveneto 
and Cariplo banking activi- 
ties. A further 4 per cent will 
be held by a group of inves- 
tors from the Veneto and 
Lombardy regions. 

These will constitute the 
core shareholders of the new 
banking group. They will 
control 70 per cent of the 
Ambroveneto holding, with 
the remaining 30 per cent 
floated on the market 

Ambroveneto, which is 
already listed, said the capi- 
tal increase to finance the 
deal would involve new ordi- 
nary and savings shares, 


as well as warrants and 
convertible bonds. 

Half of the total capital 
increase of between L6^200bn 
and L6£00bn will be raised 
in the next few months, with 
the remainder over the next 
five years. 

The Cariplo foundation 
has already agreed to 
acquire the 12.7 per cent 
stake held in Ambroveneto 
by the Cari verona savings 
bank for about L500bn. 

The Verona savings bank 
was one of Ambroveneto 's 
core shareholders, but 
decided not to take part in 
the operation. 
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Price rises 
bring end 
to Spain’s 
phone war 

By Tom Bums in Madrid 

A fierce price war in Spain's 
cellular phone business 
ended yesterday as the two 
competing domestic opera- 
tors agreed to raise the price 
of mobile handsets by 50 per 
cent 

The Increase is file first 
for users since the cellular 
phone sector was deregu- 
lated in 1995 md a second 
operator, Airtel, began com- 
peting with Telefonica Mov- 
iles, the cellular unit of the 
dominant telecoms gro u p. 

The ensuing price war 
helped fuel one of the fastest 
growth rates in mobile tele- 
com use in Europe. 

Yesterday's agreement fol- 
lows a deal last month over 
compensations due to Airtel 
under a European Commis- 
sion ruling, for the payment 
it made to Telefonica for its 
cellular licence. Telefonica, 
which was awarded a free, 
licence, will provide a 
reduced connection fee to 
Airtel and the government 
will Increase the. cellular 
frequencies for the second 
operator and extend the 
period of its licence. 

Both companies denied 
price fixing yesterday and 
stressed that the price of 
bo ttom-of-the- range hand- 
sets. at Ptal5,000 ($102), 
remained artificially low 
because of the reduced com- 
mission payable to distribu- 
tors. By simultaneously 
reducing the commissions, 
paid for introducing new 
customers to the network, 
the operators will force the 
di stribut or s to raise handset 
prices or accept a much 
Iowa- trading margin. 

The government is likely 
to be under pressure from 
consumers to investigate the 
price increase. 

Rivalry between Airtel, 
which is backed by Air- 
Touch of the US and by Britr 
ish Telecom, and Telefonicas 
Moviles, drove down the 
price of bottom-range hand- 
sets from nearly Pta50,000 
to Ptal0.000 last year. Feu a 
three-month period, hand- 
sets were given away free by 
both companies. 

The Spanish cellular 
phone market Jumped from 
2.1m users last October to 
3.1m in February and it 
grew by 261 per cent during 
1996. The price war, how- 
ever, damaged the balance 
sheets of both companies. 

Commissions paid by 
operators and service pro- 
viders to dealers and distrib- 
utors for signing up new 
customers is depressing 
operators* profits across 
Europe. Low cost handsets 
entice new subscribers bnt 
the cost has to be recovered 
In high «aii charges, which 
may res nit in excessive 
“churn'' - when subscribers 
leave the network volun- 
tarily. 

Telefonica’s mobile unit 
lost Pta2.3bn in the final 
quarter of last year after 
posting net profits of 
PtaHUbn over the first nine 
months of 1996. In its first 
fun year of business. Airtel 
reported losses of Pta34bn. 
It expects to halve them this 
year and to break into prof- 
its in 1999. 


GM unit 
in Polish 
acquisition 

By Christopher BobinsJa 
in Ws 


Delphi Automotive Systems, 
a General Motors subsidiary 
which specialises in car com- . 
ponents production, has 
bought a 60 per cent stake in 
Poland’s Krosno shock 
absorber plant 

Tbe acquisition expands 
Delphi's Polish operation, 
which will soon employ a 
total of 5.000. 

Delphi, which bought the 
Krosno stake from the 
Magna Polonia and other 
National Investment Funds, 
has promised to invest $30m 
in developing the plant. 

The stake is reported to 
have cost $25 m. 

Krosno reported sales of' 
145m zlotys ($44m) and net 
profits of 10m zlotys last 
year. 

Delphi currently has a 
small car-seat assembly 
operation in Warsaw, a 
wiring systems plant near 
Zywiec In southern Poland, 
and a . car radiators 
plant In Ostrow Wielkopol- 
ski in the west of the 
country. 

Delphi is also building a 
steering systems plant in the 
Tycby corporate tax-free 
zone and is planning to build 
a seat plant at Gliwice, 
where GM is constructing a 
new vehicle plant. 


EUROPEAN NEWS DIGEST 


WAZ to purchase 
stake in CLT-Ufs 

Bertelsmann, the German media company, and WAZ, 
regional newspaper group, said yesterday they had 
reached an agreement for WAZ to take a 10 per c ent stake 
in CLT-Ufa, the pan-European broadcasting group -* 
which Bertelsmann holds 50 per cent. _ _ 

The deal, which had been expected, means that CLT-Ufa 
will pri" total control of RTL, a German commercial 
television network which accounts for 10 per cent 
CLT-Ufa's group sales and in which WAZ has held an 
per cent stake. As well as this stake. WAZ will pay 
Bertelsmann an undisclosed sum for its share of CLT-Ufa, 
which will be held indirectly through an intermediary 
company called BW TV und Film Verwaltung. 

For Bertelsmann, the agreement is a further st ep 
tidying up its broadcasting interests, following the merger 
earlier this year of Its Ufa subsidiary with CLT of Luxem- 
bourg. Bertelsmann's next goal is to reach agreements 
with fellow shareholders in three smaller German net- 
works. Frederick StOdcnuum, Berlin 

Machinery groups merge 

Linotype-Hell, the German graphics machine group, and 
Heidelberger Druckmaschinen, the machinery group, yes- 
terday finalised their merger with terms of a share 
exchange. As part of the link-up, which was announced 
last November, Linotype shareholders will receive two 
Heidelberger shares, at a nominal or par value of DM5, for 
every five Linotype shares held, at a par value of DM50. 
The exchang e t en * 1 * are based on an evaluation of Lino- 
type at DM1 05m ($60 .3m) and Heidelberger at DM5.5bn. 

Meanwhile. Linotype said yesterday it expected to 
return to. profit in two years. In 1996, the company suf- 
fered a net loss of DM144m and an operating loss of 
D M282m before restructuring subsidies. Since November, 
when Heidelberger bought the majority of shares in Lino- 
type, Heidelberger has transferred restructuring subsidies 
worth DMl65m to Linotype. AP-DJ. Frankfurt 

Write-downs hurt Finlnvest 

Italy’s Finlnvest Group, which is controlled by former 
prime minister Mr Silvio Berlusconi, yesterday reported 
faB in net profits from L425bn in 1995 to L398bn ($234m) in 
1996. However, the company said the drop was partly 
attributable to lower extraordinary gains in 1996 of 
Ll,399bn, compared with l,753bn in 1995. 

The conglomerate, which has extensive media and 
retail Interests, was also hit last year by write-downs of 
T.9i3hn compared with nothing in 1995. The higher amor- 
tisation costs in 1996 were to some extent offset by lower 
taxes, it said. AP-DJ. Milan 

Finnish exchanges to merge 

The Helsinki Stock Exchange and Finnish derivatives 
exchange plan to mage to simplify their structure. The 
exchanges said yesterday the new merged operation 
would be called HEX. However, they denied the move was 
aimed at an eventual Nordic link-up. If all owners convert 
their shares, banking group Merita will be the largest 
owner of the merged exchange, with a 29 JB per cent stake, 
and Sweden’s OM group will be the second largest with 
15.7 per cent. Reuter, Helsinki 

Trustees run Eisenberg estate 

An Israeli court has placed temporary ownership of the 
assets held by Mr Shaul Eisenberg, the former chairman 
of Israel Corporation, with two trustees. Mr Eisenberg 
died in April. The derision follows a bitter disagreement 
among the heirs over Mr Eisenberg’s wOl, in which most 
of the assets were apparently bequeathed to his son Erwin 
bnt which the family has contested in tbe courts. 

The trustees have six months to account for all the 
assets. In the meantime, managers at Israel Corporation 
and its subsidies - which include Israel Chemicals and 
Dead Sea Works - will be permitted to cany out only "the 
ordinary course of business," said Mr Pinchas Rubin, one 
of the trustees. They would not be able to take “more 
severe actions” which would include “investment deci- 
sions or changing the current shareholding structures." 
Mr Rubin said he was not sure if the trustees could 
allocate within the six months all the assets and shares 
held by Mr Eisenberg, who had an industrial empire 
stretching from the US to China. 

The derision to place the estate in the hands of trustees 
coincides with disagreement among the management 
within Israel Corporation, now headed by Mr Erwin 
Eisenberg, over its future direction. 

Judy Dempsey. Jerusalem 

SAB merges Hungarian units 

South African Breweries has merged • its Hungarian 
operations. Kobanya and Kanizsa breweries, into a single 
company called Dreher Sorgyarak. The move, announced 
yesterday in Budapest by Mr Alan Richards, Dreher chair- 
man, will be accompanied by a capital raising of $54m. 

The new company will have share capital of Ftl3bn 
($70m) and be 97 per cent held by SAB. Tbe cash injection 
will be used to pay off $29m in debts, with $15m allocated 
to a,, sales, and marketing drive and $5m to a new IT 
system within the company. SAB paid S8m for Kanizsa, 
and $50m for an 80 per cent stake in Kobanya, Hungary's 
biggest brewery. In 1993. Since then investment in tech- 
nology has totalled $40m. Dreher now brews Hofbrau 
lager and Tuborg under licence. The new company has 38 
per cent of the market, and expects to sell 2.7m hectolitres 
this year, yielding a profit of $7m on turnover of $U0m. 

Hester Eddy. Budapest 

HSBC in Manoir buy-out 

Manoir Industries, the French steel forging and foundry 
business, is being taken private via a management 
buy-out backed by HSBC- Private Equity and Acland, a 
French associate of the HSBC banking group. Hie deal is 
valued at £61 -5m ($102. 4tn), which includes working capi- 
tal and refinancing of existing debt. 

Strafor Facom of France - advised by Soci§t6 G4n£rale 
- is reducing its 86 per cent shareholding in Manoir to 10 
per cent as it refocuses on its core businesses of office 
furniture and hand tools. Trust Metal, the quoted Belgian 
holding company, which owned 10 per cent, is raising its 
stake to 19 per cent 

The managers, headed by chairman Roger Hubert, will 
own 15 per cent of the business, while HSBC will hold a 
direct stake of 33 per cent. Acland, which introduced the 
deal, will bold a further 14 per cent through its private 
equity fund. Last year. Manoir reported after-tax profits of 
FFr47m ($8.0im) on turnover of FFrLSSbn. 

Katharine Campbell, Growing Business Correspondent 

FTSE share Index for Athens 

The Athens Stock Exchange is to Introduce a new equity 
market index, the FTSE/ASE 20, on September 24. The 
Index, which will run parallel to the existing ASE general 
index, will cover the 20 largest and most liquid Greek 
stocks and has been Hocignud to support derivatives trad- 
ing. Legislation has yet to be enacted to allow derlvates 
activity, but trading could begin next year. 

Tbe index results from a partnership between the 
Athens exchange and FTSE International, which is jointly 
owned by the Financial Times the London Stock 
Exchange. It runs the UK's benchmark equity indices and 

various Europe-wide indices and co-owns the FT/S&P 
Actuaries World indices. The Athens exchange will calcu- 
late and operate the new index. FTSE International will 
' on tbe index's independent advisory committee, mirror 
calculation and act as auditor. 
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COMPANIES AND FINANCE: UK 


No settlement 
to BA and AA 
alliance terms 


By Emma Tucker n Brussels 
and Charts Gresser in 
London 

Mrs Margaret Beckett, the 
UK trade and industry secre- 
tary, and Mr Karel Van 
Mlert, the European compe- 
tition commissioner, yester- 
day failed to settle long- 
standing disagreements 
about the controversial 
transatlantic alliance 
between British Airways and 
American Airlines. 

During discussions in 
Brussels, the issue of how 
many slots the powerful alli- 
ance would control at Lon- 
don’s Heathrow airport 
emerged as the most serious 
stidting point But the two 
sides agreed to have further 
discussions this week. 

Brussels is understood to 
be .taking a much tougher 
line on how many slots 
should be ceded in return for 
approval of the deal. The 
two sides are also at logger- 
heads over the issue of flight 
frequencies. 

"It is quite clear there are 
big differences on certain 
points but there is no reason 
not to expect a solution," 
said a Commission official. 

However, it is now highly 
unlikely that the Commis- 
sion will be able to give its 
verdict on the deal - 
announced more than year 
ago - before the summer 
break. 

Mr Robert Ayling. chief 
executive of BA. who will 
meet Mr Van Miert on Fri- 


day. has said he win caff off 
the deal if regulatory 
approval is not given by 
November. 

Yesterday, a Commission 
official said he expected 
Brussels to rule before then. 
However, the US competi- 
tion authorities have also 
expressed doubts about the 
proposed alliance and could 
also delay approval. 

Some industry observers 
say that a collapse of the 
deal would not be a disaster 
for BA which could then 
consider a transatlantic part- 
nership with another airline, 
such as Delta Airlines. Both 
BA and AA are understood 
to be looking at other possi- 
ble partners. 

The Commission has been 
conducting its probe along- 
side a UK investigation. 
Apart from the Heathrow 
slots. Brussels has focused 
on the fbct that the market 
share of the allied companies 
would be between 74 per 
cent and 100 per cent on 17 
routes between the UK and 
the US. 

During the meeting yester- 
day, which the Department 
of Trade and Industry 
described as “constructive”. 
Mrs Beckett and Mr Van 
Miert discussed the proposed 
joint venture between PftO 
and Stena Line, two leading 
ferry services that compete 
with the Channel Tunnel. 
The British competition 
authorities are understood to 
be putting pressure on Brus- 
sels to speed up its derision. 


EMI pays up 
to $382m for 
Motown rights 


By Alice Rawsthom 

The publishing rights to I 
Heard It Through The Grape- 
vine, Btsbu Looe and thou- 
sands of Other' classic soul 
songs owned by Mr Berry 
Gorily, founder of Motown 
Records, have been bought 
by the EMI Group in a deal 
worth up to $382m. 

EML the UK group which 
is the world’s largest music 
publisher, has agreed terms 
to acquire 50 per cent of 
Jobete Music and Stone Dia- 
mond Music, owned by Mr 
Gorily and his sister, Ms 
Esther Edwards, for 5132m. 

If they deride to sell their 
remaining shares after live 
years of the deal's comple- 
tion. EMI has agreed to pur- 
chase them for a perfor- 
mance-related sum worth up 
to $250m. 

EMI will also take over 
the administration of the 
Gordy publishing rights in 
North America. It already 
manages them everywhere 
else. Sir Colin Southgate, 
chairman of EML hailed the 
deal as H a great coup" with 
"tremendous potential”. 

Jobete, founded by Mr 
Gordy in 1959 to handle 
publishing rights for music 
recorded by Motown artists 
including Stevie Wonder, 
Marvin Gaye, Jackson five 
and the Supremes, was one 


of the few prominent cata- 
logues to remain in private 
hands. 

Publishing, which Is the 
business of collecting royal- 
ties whenever songs are 
recorded, performed or 
broadcast, is one of the fast- 
est-growing and most profit- 
able parts of the music 
industry. Most independent- 
ly-owned catalogues have 
already been acquired by 
the multinational music 
groups such as EML Sony 
and PoIyGram. 

Mr Gordy sold Motown 
Records to PoIyGram Tor 
9301m in 1993. but held on 
to his publishing interests. 
There have since been vari- 
ous attempts to acquire 
them. Sir Colin admitted 
that EMI had "been to the 
altar with Berry at least 
twice before”, but Mr Gordy 
finally decided to sell earlier 
this year. 

Sr Colin said the Gordy 
catalogue will be absorbed 
by EMI’s existing North 
American music publishing 
busines, which will be 
“more aggressive" at selling 
the rights for film and tele- 
vision soundtracks, adver- 
tising and for recording. 

The expansion in publish- 
ing comes at a time when 
EMI is rationalising Its 
North American recording 
interests. 


Rothschild’s Swiss 
parent rises 66% 

By John Gapper Sir Evelyn de Rothschild. 

chairman, said it was 


Pre-tax profits at 
Continuation Holdings, the 
Swiss parent of the mer- 
chant banking group, 
increased by 66 per cent 
from SFrl08m to SFrl79m 
(Sl25m) in the year to March 
31, despite a muted perfor- 
mance in the UK- 

Flat dealing income 
because of poor trading con- 
ditions in world copper mar- 
kets held back operating 
Income at NM Roths- 
child & Sons. the UK mer- 
chant banking arm. to £124m 
<£120m). Overall dealing 

profits were SFr49m 
(SFr45m). 

Operating income rose 
from SFr552m to SFr839m. 
The figures were inflated by 
a fall in the value of the 
Swiss Franc during the year. 
Most of the group’s 
operations, based in 30 coun- 
tries. earn income in other 
currencies. 

Costs rose 47 per cent from 
SFr4l3m to SFr616m. with 
half of the rise coming from 
currency movements. The 
bank also paid sharply 
increased profit-related 
bonuses, and invested a 
large amount in upgrading 
its computer technology. 


attempting to operate more 
as a single entity. This was 
both to wield its capital 
more effectively and manage 
global operations such as 
investment banking. 

Sir Evelyn said that Roths- 
child’s joint venture with 
ABN Amro, the Dutch bank, 
to underwrite share issues, 
had worked successfully in 
its first year. He emphasised 
that Rothschild, which is 
largely owned by family 
members, intended to 
remain independent 

Asset management which 
was reorganised as a sin gi* 
entity last year, achieved 
good results in UK pension 
fond business. It has gained 
£L7bn of assets under man- 
agement since the year-end. 

After paying dividends of 
SFrl7m (SFrl4m), the group 
retained a profit of SFr94m 
(SFrl55m). It made a one-off 
gain of SFrl29m in 1996 from 
the sale of Its stake in Smith 
New Court the stockbroker, 
to Merrill Lynch. 

The group disclosed the 
results of Rothschild Contin- 
uation for the first time, 
partly to reassure customers 
of its bullion arm about its 
capital resources. 


Telecoms group pays £445m for BellSouth’s 24.5% stake 

C&W lifts Optus holding 


LEX COMMENT 

Royal Mail 


By Alan Caw 

Cable and Wireless, the 
UK-based telecommunica- 
tions group, yesterday 
agreed to pay £445m <$734m) 
in cash to increase its stake 
in Optus Communications, 
Australia’s second largest 
operator, to 49 per cent 
The deal gives it manage- 
ment control and the option 
to raise Its stake to more 
than 50 per cent when it 
chooses. It strengthens the 
UK group's position in the 
Asia Pacific region where it 
already baa a stake in Singa- 


pore’s second mobile opera- 
tor and a majority holding in 
Hongkong Telecom. 

The deal met a generally 
favourable response In the 
market, and C&W’s shares 
rose 18p to 570VLp. 

Mr Richard Brown, C&W 
chief executive said; “We 
have decided to dig our roots 
deeper In Australia where 
we can offer our customers a 
full range of Integrated ser- 
vices". 

C&W is buying the 24 JS per 
cent stake from BellSouth, 
the US operator at an aver- 
age mice of A$L89 a share. It 


paid A$i a share when it 
took a similar stake in the 
Australian operator six 
years ago. 

Mr Robert Lerwffl, C&W 
chief financial officer, said it 
was a satisfactory price 
given the way the company 
had developed over the past 
six years and the advantage 
of management control. It 
will be run by Mr ’Peter 
Howell Davies, formerly 
managing director of Mer- 
cury r nmmmiiwitinmq • 

Optus comprises a commu- 
nications arm which made 
pre-tax profits of £27m on 


revenues of £883m in the 
year to June 9, 1996 and a 
cable television group which 
is lossmaking. It is the chief 
competitor to Telstra, the 
Australian national operator 
with a 38 per cent share of 
the mobile market and an 18 
per cent share of file long 

distwnre business. 

The aim is to create an 

integrated fixed wire, mobile 

and cable television group 
similar to CWC in the UK 
which combines Mercury 
with three cable companies. 
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It would be a delicious 

irony If the Royal Mail - a 

privatisation too far for 
the Conservatives - was 
finally sold off by Labour 
instead. The political sen- 
sitivities are obvious, but 
so is the commercial logic. 

And a glance at yester- 
day's foil-year results sug- 
gests the proceeds could 
be tempting too. Last year 
Royal Mail threw off 
£252m in spare cash, after 
tax. Suppose it paid out 
two-thirds of that as a divi- 
dend. and the market val- 
ued the stock on the sa me 
yield as Halftrack. The 
company would be worth nearly £5bn. But do not be 



deceived. Royal Mail's plumpness is artificial Last year it 
generated a staggering 28 per cent return on capital - 
enough to make most companies, let alone any regulated 
monopoly, weep.- Such profits are not the fruit of manage- 
rial genius; they merely show that stamps are priced too 
high. Needless to say, this suits the government It simply 
extracts Royal Mail’s surplus returns - £285m in cash last 
year, as well as £2l6m in corporation tax - through the 
back door. 

At first sight, this looks a killer objection to privatisa- 
tion. No regulator would allow such spectacular returns 
to persist But therein, perhaps, lies the potential for a 
political trick. A really ingenious government would 
announce its intention to privatise and simultaneously to 
chop Royal Mail’s returns to reasonable levels. Who 
knows? With a smart and very visible drop in the price of 
stamps, it could be the most vote-winning privatisation 
ever. 


BankVVustria 


M&A 


March 1997 

BankVWstria 


Bold Vision 

Bank Austria Aktiengesellschaft 

- 

has acquired 69.45% of the voting stock of 

Creditanstatt-Bankverein 

from the 

Republic of Austria 

Integrated 

Solution 

for a total consideration of 


ATS 17,160,556,560 


The undersigned acted as sole financial adviser to 
Bank Austria In this acquisition and related financing. 

Salomon Brothers 
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Execution 
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Bank Austria Aktiengesellschaft 


Bank Austria Aktiengesellschaft 

725% Subordinated Notes Due 2017 


Primary Preferred Shares 

The undersigned acted as lead manager and sole bookrunner. 


The undersigned acted ’as lead managerand sole bookrunner. 

Salomon Brothers 
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INTERNATIONAL CAPITAL MARKETS 


US Treasury gains pull Europe higher 


, GOVERNMENT BONDS 


By John Labate in New York 
and Samer Iskandar 
in London 

US Treasury Investors bid 
up prices yesterday follow- 
ing releases of economic 
data, as the Federal Reserve 
Open Market Committee 
began its two-day meeting to 
determine interest rate 
policy. 

By early afternoon, the 
benchmark 30-year bond was 
up £ at 98j£, sending the 
yield down to 6.734 per cent. 
The two-year note's price 
rose A to 9911, its yield fall- 
ing slightly to 6.017 per cent 
The ten-year note rose ft at 
101 A. yielding 6.433 per cent. 

Among the welcome news 
to traders was a weaker- 
than-expected rise in a 
nationwide manufacturing 
survey. The National Associ- 
ation of Purchasing Manage- 
ment index rose to 5S.7 in 
June, below recent regional 
manufacturing reports for 
the month. “The bond mar- 


Gilts buoyant on prospect of fiscal tightening 


UK gilts showed a healthy 
performance yesterday as traders 
anticipated fiscal tightening in today’s 
Budget would reduce pressures an the 
Bank of England to raise interest 
rates, writes Samer Iskandar. 

The September long gilt fntnre 
ended the session a higher at 114%, 
before rising farther in after-honrs 
trading. 

In the cash market the 10-year 
benchmark gilt rose A to lOlg, its 
yield spread over German bunds tight- 
ening by 3 basis points to 147 points. 


Analysts said recent leaks about the 
Budget's possible contents were prom- 
ising. 

“There is a consensus that the Bud- 
get will be bond-friendly,'' said Mr 
Andrew Roberts, a gilt analyst at UBS. 
“If the leaks prove to be correct, then 
the Budget is set to be positive far the 
market" 

MMS, the economic research arm of 
Standard & Poor's, the US credit rating 
agency, expected the chancellor to 
“tighten fiscal policy by £6.5 bn, which 
should be more than e no ugh to take 


the emphasis off monetary policy". 

UBS said it had calculated every 
£2bn of fiscal tightening affecting the 
consumer would reduce the need to 
raise rates by between 30 basis points 
and 35 basis points. 

“A tight Budget would take some of 
the pressure off the Bank of England," 
said Mr Roberts. “The consumer sector 
is red hot The chancellor has to stop it 
from becoming white hot" 

Some analysts, however, cautioned 
that the mar ket might have become 
too bullish. 


ket breathed a sigh of relief 
that the national number 
wasn't as strong as some of 
the regionals," said Mr Pat- 
rick Diraick. analyst at UBS 
Securities in New York- 
Other statistics were con- 
struction spending, which 
fell 1.8 per cent in May. and 
the leading economic indica- 
tors by the Conference 
Board, which rose 0.3 per 
cant in May. 


Most European markets 
were pulled up In the after- 
noon by rising US treasuries. 

FRENCH OATs outper- 
formed German bunds. The 
September notional future 
settled at 129.42, up 0.20, 
before rising further in after- 
hours trading on Globex to 
reach a high of 129.60. 

In the cash market the 
10-year benchmark OAT 
gained 0.38 at 99.67. The 10- 


year yield spread of bunds 
over OATs widened by l 
basis point to 13 points. 
Traders said that although 
the market’s rise was mainly 
US-driven, a strong stock 
market also instilled some 
bullish sentiment. 

GERMAN BUNDS also 
ended the session higher. In 
London, the September bund 
future rose 0.39 to settle at 
101.88. Trading was unaf- 


fected by the sale of the first 
tranche of new 30-year 
bunds. Analysts said the 
widely-expected new supply 
had already been priced into 
the market. 

The fact the purchasing 
managers’ index had fallen 
to 56.83 in June, from 57.77 
in May, was also widely 
ignored, as was a slight rise 
in the price component of 
the index. “At this juncture. 


the recovery is not strong 
enough to allow any signifi- 
cant rise in prices,” said Mr 
David Brown, chief Euro- 
pean economist at Bear 
Steams in London. 

SPANISH BONOS barely 
managed to reverse their 
losses late in the day, as the 
market rose in lone with 
other European bonds. In 
Barcelona, the September 
bono future settled at 116.62. 
up 0.04, after reaching a low 
of 116.22 earlier in the day. 
In tbe cash market the 
10-year benchmark bono 
dosed 0.09 lower at 10&82. 
its yield spread over bunds 
widening by 6 basis points to 
71 points. Traders said new 
supply had weighed on the 
market 

ITALIAN BTPs fallowed 
other European markets. In 
London the September BTP 
future rose 0.40 to dose at 
134.40, while In the cash 
market the 10-year bench- 
mark BTP closed 0.23 up at 
10023. its yield spread over 
bunds unchanged at 115 
basis points. 


Spotlight on Croatia 
ahead of Fed meeting 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 

The eurobond market has 
slowed dramatically this 
week in the build-up to the 
US Federal Reserve meeting. 
Apart from Croatia’s debut 
in the D-Mark sector and a 
couple of medium-size bank 
Issues, the market remained 
on hold yesterday before 
today's decision in the US. 

An analyst at Deutsche 
Morgan Grenfell In London 
said the volume of dollar 
bond issuance last month 
broke all records at J79.6bn_ 
The proportion of ail euro- 
bonds and global bonds 


denominated in US dollars 
surged to 69 per cent up 
from the 53 per cent average 
for the year. This is a big 
rise on the 47 per cent 
recorded last year. 

“The market is basically 
taking a pause for breath 
after last month’s enormous 
volume.” the analyst said. 
“Most borrowers got their 
issues in before the FOMC 
meeting and the release of 
US employment figures [on 
Friday]." 

The Republic of Croatia 
issued its first D-Mark 
denominated bond with a 
DM30Om Issue. The seven- 
year bond, which was priced 
to yield 95 basis points over 


German government bonds, 
was considered quite expen- 
sive by some investors. But 
an official at Credit Suisse 
First Boston, joint manager 
with Deutsche Morgan Gren- 
fell, said the issue benefited 
from rarity value in the Ger- 
man market. 

Croatia made its debut in 
the euromarkets earlier this 
year with a five-year dollar 
bond priced at 80 basis 
points over Treasuries. The 
paper subsequently widened 
to 120 basis points over Trea- 
suries after the 25-point rise 
in US interest rates. It is 
now trading at a spread of 
around 100 basis points in 
the secondary market*. 
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BANCAJA INTERNA- 
TIONAL CAPITAL, part of 
Spain’s fourth largest bank- 
ing groap, issued its debut 
eurobond yesterday totalling 
$200m. The 10-year floater, 


which was priced to yield 50 
basis points ove: three- 
month London Inter-Bank 
Offered Rate, was distrib- 
uted to mostly European 
institutional investors 


according to an official at 
Merrill Lynch, joint manager 
with Salomon Brothers. It 
tightened to a spread of 49 
basis points in secondary 
trading. 


CAPITAL MARKET^NEWS^DtGECT 

First foreign fund 
for Saudi Arabia 

The Saudi American Bank, a local bank 30 per cent owned 
by C itibank, of the US, said yesterday it would launch the 
country’s first foreign equity investment fund. The 
closed-end ftind - known as Saif - will be launched in 
August It will have a subscription of between $SQm and 
S250m, and will mark the opening of the Saudi stock 
exchange to foreign investmenL Officials at ING Barings, 
placing agent for the London-listed hind, say the launch 
follows the recent decision by the Saudi government to 
liberalise capital markets. . , , 

With a capitalisation of $48.7bn, Saudi Arabia s stock 
market is twice the size of the Egyptian stock market ~ 
the second largest in the Middle East and north Africa 
region. The market, which is led by the banking sector, 
has 70 listed companies. Another 60 closed-cud, or 
family-controlled, companies are expected to Issue equity 
in the near futu re. Saudi Arabia also committed Itself to 
gradual liberalisation of capital markets when it became a 
member of the World Trade Organisation in 1996. 

Saif will operate under London Stock Exchange 
regulations, which prevent it from holding more than 5 
per cent of a company's issued capital and mean that only 
20 per cent of the fund's capital can be investe d in an y 
one security. Edward Luce 

Japan best performer in June 

Japanese government bands were the best performing 
ma rket in JJ*. Morgan’s government bond index in June, 
with a performance or 3.19 per cent in dollar terms. This 
was mainly due to the strength of the yen. In local 
currency terms, the performance was only 1.33 per cent 
Fears of monetary tightening capped UK gilts' returns at 
1.06 per iy n i- „ but sterling's appreciation boosted the 
performance to 223 per cent in dollar terms. The Global 
Bond Index gained 127 per cent in local currency terms, 
as bond yields fell worldwide. “Bond markets rallied on a 
perceived delay in monetary tightening, as reported 
growth number s were relatively low and inflation figures 
appeared benign," JJ 5 . Morgan said. Samer Iskandar 

Bund future tops DTB trade 

The bund future baa overtaken options on the Dax index 
to become the most actively traded product on DTB, the 
derivatives arm of Deutsche BOrse. Bund futures activity 
soared to 2,681280 lots in June, up 140 per cent from June 
1996, while trading in Dax options rose 71 per cent to 
2,572^24 contracts. With a record 5L4m futures and 
options changing hands since the beginning of the year, 
up 75 per cent year-on-year, DTB said the 100m contract 
barrier was .“well within reach for the year as a whole". 
DTB also said its bund contract was gaining market share 
from the Tjvndnn International Financial Futures 
Exchange. Although Lifle volumes have not yet been 
released, DTB said it was confident it commanded 40 per 
cent of the total market for bund futures. Samer Iskandar 
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WORLD BOND PRICES 
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BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOW FUTURES (MAT1F) FFr500_00C 
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Open 

Sett price Changa 

Hgh 

bow 

Ebl voL Open Int 

■ ECU BOND FUTURES (MA71F) ECU10030Q 




Sap 

129.16 

129.42 +020 

129.42 

129.02 

16.667 

203256 


Open 

Sett erica 

Change 

Ugh 

Low 

Est vol Open InL 

Dec 

97.78 

96.02 +020 

07.78 

97.76 

102 

2,991 

Sep 

9638 

9616 

+036 

9612 

95.94 

553 

5341 

Mar 

97.18 

87.42 +020 

97.1B 

97.18 

2 










■ LONG TERM FRENCH BOND OPTIONS (MATIFJ 











Strike 

— 

CALLS 

— 


PUTS — 

— 

US 








Price 

Jul 

Aug Sep 

Jul 

Aug 

Sep 

■ US TREASURY BOND FUTURES (CRT) $100300 32nds of 100% 


125 

- 

4.48 

_ 



_ 









128 


334 

_ 

034 

0.14 



Open 

Latest 

Change 

Wflh 

Low 

Est vol Open Int 

127 

. 

2.66 

- 

039 

025 

- 

Sep 

111-04 

111-01 

-0-01 

111-07 

110-30 

246050 

420440 

128 

- 

1.85 

. 

021 

644 

- 

Dec 

110-23 

110-22 

+0-01 

110-25 

110-18 

34a 

26582 

129 

0.87 

1.16 

- 

045 

0.75 

- 

Mar 

110-13 

110-15 

- 

110-13 

110-13 

147 

2226 


Eat- ML total com 7>m Pun 11 JW. Pnmu day's apsn It, csta 74J8S Pin 1 1 (LI SI . 

Germany 

■ MOTIONAL GERMAN BUND FUTURES (UFFET 090266000 IQOtha of 10086 
Open Sett price Change High Low Eat vol Open Int 
Sap 10132 101.88 +039 10132 101/43 162856 252862 

Dec 100.63 10037 +0.39 100.63 100.56 1100 8423 


UK GILTS PRICES 


■ NOTIONAL LONG TEHM JAPANESE GOVT. BOND FUTURES 
(UFFE) YTOOm IQOtfts of 100% 

Open Ctaae Change Wgh Low Est vol Open ktt. 
Sep 12436 12433 12438 1918 ns 

Dee 123.73 12335 123.73 240 na 

■ UFFE tuturaa stsD traded on APT. Al Open htorate Dgo. <se ftr pravkxa day. 


Shnr Sins n»» Rot Yen) 

Tran CWT&c 700 

1n»0tmcl9B7£f 8.77 

Enftl&ClBOT 14.82 

Ben sin* 1990 aw 

Tram 7Upc 1998# 7 23 

Tfsss IStopc Vett 14 09 

WattpetMB 1127 

Iters gJttClWBt* 9.17 

rmsn«MiB99tT- 

E**12%pelB0B 1129 

Tran iQJjpc 1999 __ 990 

Tims fee 1989# HO 

Gm10%pc1999 958 

T«B Nape 2000 922 

Cm fee 3)008 939 

Treat 13x2000 1121 

Trass !4pc 1990-1 1921 

lieu fee 20008 777 

IBS HQ RBB 2DD1 — 

Tress 10pc 2001 9.18 

cm Htecam 8.77 

Cor»9tigc2001 982 

TMS 7Jt 2DD1 U 701 

Edtriaie 1999-2 11.18 

Dnr10pe2OO2 MB 


ffestaMtaesVam 

Can Nal* 2BS 964 

TteB««E2DIB 9JH 

Ejcft Bps 2002 991 

cm S\pc3CC3 987 

TraJS 8jC2D03tt 765 

Traas )3Lpe 2009-3 — 1131 
IMG lope 2003 975 

hmitiipe2om-4 nos 

Trtfflioocaxj* MS 


• Ten' dock, tt Torino to nt 
mdwmiUun ylsUs m cs fcita lorf 


TWM — _ 52 rote „ 

fed PrtCBS+nr- low tags 

Rnta03>ipc 1933-4— 

646 100, 1 , — 10U IH0/« Cm ihpcXXit 

845 10GA 107Q 100,5 hmMgrsZOOm 

60S 102,*, -i 111* 102,’, CBm9>ZK2DD5 

974 101B liBA VXU, Eaai0>ase2005 

683 100A 10BJJ lOOt, Trass 12>2pc 2003-6 

999 IDBjj -i, 119JJ TD9U Treat 0iaE2OO5tt 

997 106 fi mu 100,’, Cm WtpcSOB 

997 1EP» 10841 97b T>™ 7tjpc 2008{t 

' loot. ima 99^ Tress 7ti pc 2006J4 

10M +& 11W 1O0U Treat 0oc 2002-6(4: 

987 1O0,>. +A llOJi 100 Hsa11tipe20B3-7 

695 sen +4 av, 968 Trass 04,0c 2007 tt 

761 10011 +% 118U \Wl Treat 71, pc 2007ft 

TM 10W +* 104* 103* Ifen 13<a|S 2004-6^— 

7JB 1WJ3 197b inSO Tmn Ope 200Bft 

7.0B 11011 +4. 12011 116C hm0pc2D09 

982 106* +* 1134s 1« Treat 0r,K 201 Ott 

721 1Q2U +* I04JS (02 cm BE Ui 2011 ft 

- IDOjJ — 100,1 9Sti 

7® 109* +A 11213 Ml 

7.12 1061i +* 10B* 107,1 . . 

7.11 10941 +a non ION* 

723 99« +A 101% 00* I-taBiat 

998 107* _. 109* 107* 

7.10 111R +L 1I2»| ipeii 

999 100 +4. IOTA 97Ji 

rrasi ape 201 sft 
Itost 8*PC201 7ft— _ 

&dl!2pc 2013-47 

Haas Opc 2021ft 

7.11 1Q9& +& 110S lONs 

7j09 HU +4 UZM 109*4 

7.12 1CSU +A IBM. KWi’. andtate 

7.11 1132 116 ^ C0"«fc4PE 

764 104* +* 10SK 101* VsrLJ»3»»eft 

738 I IB* +* 11® ITfll GmaiacBlNL 

738 114* +* 118* 111% T)SB3pc V6M 

7.10 114,'. +* 121% 113% QnUIljR 

7.11 HSU +4 IIS* U3 1hA2%sc-^—_ 

no n t ea ldanta nn a pp l Lta Mn. EAuotan Paata ret BtdMdi 
Ml by HSBC Omniasl fconl Bar* ol Engtand damg prtc 


«_ _Seeak_ 

Had PiteE+or- ue 


ld_ _52oa*_ 

OMnE+er- H» Lbs 


7.12 10SU 
7.11 112J3 


685 86% 

735 113N 

730 H* 
735 I1*i3 
7.08 121% 
7.10 127% 
733 109* 
7.10 118% 
703 103* 
738 UHdJ 
7.17 103* 

7.12 12185 

738 110* 

731 1010 

7.13 IS® 
73S 114R 
7.07 107* 

739 825 

739 um 


Hi 87* 

*A 1MU 

99* 

+8 IZffl 

aia 

107% 

+* uma 

+* 123* 
+8 ill* 
+* 102H 

*% 134A 

Hi 11543 

Hi 107% 
+» 96% 

♦a 117 % 


«%peVBft (139B - 230 114* 

2%pc V9. - 231 1U 1B2* 

2%pcW -(7931 230 156 T86H 

2%BC1B jnj» 111 159 1825 

+%KV*tt — 0399 915 157 118% 

2KV8 10831 928 108 IBM 

2%tcV9 (79A 132 1ST 17JB 

2%pc11 (7431 138 150 180* 

2%pe13 (BBS 338 19 14843 

2%je16 (Jl.e 941 99 1580 

3hK?D mo 148 332 152* 

2%pc^4ft 97.7) 147 961 128% 

4%* , 30ft — 4135.7) 147 331 12«* 


AnpsetfM reel i a d e mp tion rata on profeota 
10H md (D 536. (0) FJgwss h nrewiltressn si 
tadtebn 9o 8 mania pnor to Baft end Paso 
rates raboahg el RR to 100 In Februery - 
factor 33*6. RPI lor OctDOv 1988: 1533 ar 
1569 


♦* H4% US* 
hi 182* 17M 
-* 1873 160* 
+% 1044 175* 
+* 120* 1U3 
+% I960 183% 

+% ire* 164% 

♦d 183* lew 
+« iaa i3B% 
H3 161* W*% 

+% 154* T41JJ 
*% 12W 117% 
+4, 12B% 110* 
bo MtaUon at ( 1 ) 
tvm HR baeotor 
i been related to 
1987. Convoreron 
nd tar May 1907: 


788 7.10 117* Hi 118 

629 684 87% Hi 87% 

716 708 106ft H3 108% 

732 7.10 1055 Hi 108 

738 734 IQ® HZ 1Q9ft 

1M 738 117)1 +7 117% 

917 7.14 T48Q +1* 146ft 

730 732 111% +1* 111* 


736 - 54% +% 54U 

7.10 - WU +« 40U- 

930 - 66* +* 65% 

7*9 - 40* +% 40* 

7.13 - 35*3 +% 15* 

733 - 34ft +* 345 

md. Ctaring n*l-prtc« sm ahoan 


5^ Other Fixed Interest 

103* 

138% -THd~ 

m fetai k m piiat-n 

Ada, Oar U%pc 2880 838 739 122% 

arimu%ge2nu ais 7ja cn% 

testa 13%pc2OO0 882 - 137% 

47* Uwpodi^etaad. 933 - 42* 

42* lOCfetftOM. 911 - 37 

SJ* ttandHtTll%pc7Q07„ UB 7.7B 126% 

35* UtatabSKV 188 056 82 

30* ITMtaJln0ta3%pcZBl. - 433H4*M 

ZSti 4%|E92024 -■ L41 130% 


-52 ireak.. 
«» las 

123* 114* 
132% 122% 
130% 131% 
45 37% 
ft 32% 

17% 120 

83 75% 
W7% 138% 
142ft 133 


FTSE Actuaries Govt. Securities 

Mce Ena ices Tub Day's Mon Accn 

IBt Cats Jd 1 changed Jun 30 taftn 

1 Up to S yearn (20) 120.12 0.U 11955 2> 

2 5-16 years (209 153.12 049 152^9 2 J 

3 Over 16 yeres (0) 181.72 085 I8ai8 5i 

4 Inedeamahtas (9 21066 105 2QBA7 2J 

5 AO atodts pi) . 14756. - 044- 14691 . 3.1 


614 

11935 

244 

048 

15239 

248 

685 

18618 

531 

135 

20847 

220 

044 

14631 . 

.611 

ai3 

205.06 

132 

646 

19739 

135 

642 

197.66 

131 


5.38 5 yrs 
5.93 16 yrs 
3JJ2 20 ym 
7-34 krodt 
S $ S 


UK Indices 

— Low cotton yfaM— ■ Madkon coupon yfoW ■ — tfigh coupon ytokt — 
JuM Jiai 30 Yr. ago Jd 1 Jun 30 Yr. ago Jul 1 Jun 30 V7. ago 

7 JOB 7JJ7 7.31 7JX 7.12 736 7.12 7.18 743 

7.00 7.08 8.13 737 7.15 013 7.13 7-2Q 8^3 

7.00 7.03 a24 707 7.15 8^2 7.13 72D 8.30 

7.16 7^3 033 


— laMon 5%— • 
Jul 1 Jun 30 Yr. 


6 Up to 5 years (2) 205J36 013 205.08 1^2 903 Up to 5 yrs 337 3.60 2.68 

7 Over 5 years (10) 19089 048 1B7S9 1B5 2.88 Over 5 yrs 3JB0 3.B3 3.62 

8 Al stocks (IQ 19350 0.42 197.66 1J1 2J6 

Awsgs pres ittaa s feen yteds era stxasn taxna. Crepon Bands to* 0*5-7*%: Median: 8%-lOMN; High: 11% rest i 


— Motion «% — 
M 1 Jun 30 Yr. sc 


Z91 23 4 1.16 

3.39 3.43 361 


t Rat yWd. yet Year to tads. 


FT Fixed Interest Indices 

Jd 1 Jisi 30 Jut 27 Jisi 26 Jw 25 Yr^P Ugh* Low* 

Oast fiscs. W 0339 9651 0508 9546 95.48 9900 9751 9131 
12980 12168 12427 12326 12177 11252 12427 11552 


Gilt Edged Activity Indices 

Jim 30 Jun 27 


Owl fiscs, w 0999 9651 9556 9546 95.49 9900 9751 9331 <3St Edged baruNna NA NA NA 

Ftaad brtsrsot 12380 12388 12427 12386 12377 11252 12427 11332 5-dy a sei ey a NA NA NA 

O FTSE Ir — rH ui a J Ud 1BB7. M rftte rassnred. • tar 1W7. Qovamnrent Sturtla hfti ataea ui paaBon: 127M (OBOI/sq. km 48.18 (Oaqn/76). Rxad hnsrast 
NOI arcs etanpfaUo n: 13L87 (71/Oi/BH. ta» SCL33 fam/ 13 . Btek iota O rerernrarei t Sacutaas 1S7IOBB and Fbred bSsrast 1908. SE nedvky Indosa ratressd 1874. 
Ota Edasrt Mtama data «■ ba iBMaaBabts tsdl Salhar aotica. 


FT/ISMA INTERHATIONAL BOND SERVICE 


LUad ae tho Ueta inaamaBond bonds tar uHch team ta on adequate seonlBy marW. Lataat priorn ft: 7S0 pm cn Jub 1 

fewd BM O-rCfagYWd totared BM Oltar.Chg Ylald 


taauad BU OHwCfagYMd 


US. DOLLAR STRAIGHTS 

Abbey Ntarnanuy6% Q3 _ 1000 89% 

A»*m>&s*7%0S 1000 101% 

tefcai Dw Bk 7% 23 500 100% 

Afasfe Plvitece 7% SB 1000 101% 

Argartana 11% 17 2000 

Astel Dar 80*6*4 05 750 07% 

Nebta6% 00 400 104% 

Bedart-Dtajertl L-Rn B% 00 WOO 1CB% 

Bawnaad 7% 04 — 1030 93% 

Bank Nad Grenecrtan 7 98 — 1000 101% 

Bays- Verertt* 8% 00 500 1CB% 

BEtgksn 5% (S WOO 04% 

firttati Columbia 7% 02 500 104% 

a«iGasOZ1 1500 16% 

Canada 8% 05 J50Q 9B% 

Chang Kang Rn 5% 98 500 e8l 2 

O*e6% 04 1000 96% 

Oredt Fondsr9% 99 300 104% 

EB9tJapmffefeay6% 04 600 98% 

BB 8 04 500 97% 

Bt-tai BaA Japm 8 02 500 105% 

Bqwt DavCtrp9% 68 150 K33% 

Exxon Captal 0 04 1900 62% 

Fad Hum Uan 7% 99 1500 101% 

Federd Nai Mol 7.40 04 1500 104% 

Rntand 7% 04 1500 107 

Fan) Matr CtatS 6% 02 1250 90 

QmedMiQia 1000 26% 

NF»mea5% 98 650 96% 

tar-Aoer De* 6% OS 1000 96% 

H n Anre Per 7% 05 500 104% 

MS Fbenoa5%90 500 96% 

My6Q3 2000 97% 

fc*6% 23 3500 94% 

tapan D» Bk6%01 500 105% 

feme Bee Poser 6% 03 1350 95% 

MsauMa BK 7% G8 WOO 102% 

IA«to9%W 1000 105% 

t*taitata9%(n WOO W0% 

Otsto 7% 03 3300 103% 

Ortat>7%ae zxn 104% 

OaartaWtaWkftOI 200 106% 

Partugri 5% 03 1000 96 

Oebec Hydro 9% 98 190 103% 

SAS 10 99 — 200 105% 

SNCF8%8B T50 103% 

Sptai6% 99 1500 

S sredtn6% 03 2000 100% 

TmsssasiMeyfiOO 1000 99 

Tre*reaateVateyVa05 2000 96% 

1bkyaBaaPmMr6%03 WOO 99% 

Lfetaad Kkigdam 8% 01 2000 101% 

LMad Ifrgdom 7% 02 3000 KM 

W*Otaey0%O1 1300 99% 

WMdBank6% 05 1500 S6% 

Won Bark S% 99 1500 106 


Sptei 7% 03 4000 111% 

99% +% 6j 8B VakaaeganMHi703 1000 108% 

HH% +% 7.12 WbddBa*5%03 3000 104% 

100% +% 723 Wtefcl Bank 6% 02 3000 W6% 

101% 319 Wortd Bmk7%05 3000 110% 


111% ♦% 425 
108% 528 

10»% +% 428 
108% +% 472 
110% +% 543 


97% ♦% 075 SMBS HMNC STRWGH1S 

104% +% 641 Aslan Ota Be* 016 SCO «% 44% -% L99 

104 647 AuaHa4%00 WOO 108% 106% -% 127 

»% ♦% 182 Dra«k4%98 1000 104% 105% -% 201 

101% +% 628 BB3% 98 1000 103% 108% 124 

KM t% 142 BB 6% 04 : : 300 176% 116% -% 4.12 

94% ♦% &SB fttand 7% 99 300 111% 111% -% 317 

104% +% 628 HtetaaRhmce3%00_ 1000 W5% 105% 2.17 

1S% +% 7J5 fcrtart 7*1 00 100 115% 115% -% 243 

96% ♦% 673 Her Amr Dor 4% 03 800 106% 109% 107 

98% 6J7 Ontario 6% 03 400 118% 116% 005 

97% ♦% 725 CMxec Hytao 5 09 100 104% 105% -% 449 

105 4% 625 SNCF704 450 122% 122% 346 

96% +% 923 Swdan4% 03 500 WB% 110 -% 107 

97% +% 648 Mtatd80*O21 . . 700 31% 32% -% 425 

105% t% 624 Vtarid Bark 7 01 600 115% 116% -% 246 

106% 115 

63% +% 650 YW STRAIGHTS 

irn% 630 Bg0um59B_ 75000 109% 109% 121 

10t% ♦% 172 Crect Faretar 4% 02 75000 112% 112% +% Z11 

107% +% 173 88 6% 03 100000 114% 114% 123 

« +% 689 Bt-fen Bata Japan 4% 03 — 105000 113% 113% +% 2.11 

27% 849 Fed Nta Start 2 99 100000 102 102% 1.16 

9rt 125 Hta’4marDnr7%00 30000 113% 117 121 

Aft ♦% 673 Uy3%(n 300000 107 107% ♦% 186 

104% +% 677 *4/504 200000 117% 117% +% 244 

M +% an Japen Dm Bk 5 99 TOCOOO 100% W6% t% 1.10 

07% 690 Japan Da> A 9% 01 120000 119% 120 +% 120 


105% -% 449 
122% 346 

110 -% 107 
32% -% 425 
116% -% 246 


Ntey NalTremiy 8 03 E . 

a*sh Lanl 8% 23 E 

Danmrek6%9B£ 

Oyte finonc* 7% 03 C 

BB 0 03 E 

FHard 7 CO E 

Qn>WtaareA 05 E _ 
HSBC Hcktegs 1189 02E. 

Mr w% me 

Japan 0w Bk7002 

Land Sect 9% 07 E 

0rtatb1i%01E 

tampan B% 03£ 

Stavn Dart 11% SB E 

Tokyo Bac tarn 11 Dl E _ 
TCNZRn9% 02 N2S 

VKrid Bark 9 99 NZ5 

CteSlocalEOI FFr 

Oamtak5% 99 FR 

Sac da Fkanca S% 22 Hi — 

RXMTHQ RAH NOTES 


.1000 102% 
_ 150 105% 

— BOO 99% 

>500 68 

. 1000 W3% 
_ 500 99% 
_ 500 107% 
_ 153 1«% 
_ 400 12E% 

— 200 09% 
_ 200 111 % 
_ M0 110 % 
_ 250 W5% 
_ ISO 107% 
_ 150 111% 
_ 75 108% 
_ 250 103% 
.8000 W5% 
.7000 103% 
.3000 127% 


102% +% 749 
106% +% 640 
99% +% 7.19 
BB% +% 782 
103% +% 726 
99% +% 707 
107% +% 782 
lift ♦% 787 
127% ♦% 781 
99% +% 7.1B 
112 +% 774 
111% 7*5 

105% ♦% 772 
107% +% 7*1 
111% +% 7*4 
109% +% 7.14 
104% +% 694 
105% +% 481 
103% +% 389 
127% +% 682 


102 % ♦% 
105% 

101 % +% 
103% +% 
104% +% 
706% +% 

0ft +% 

104 t% 
105% +% 
103% 

100 % +% 
700% +% 
09% +% 
9ft +% 
9ft +% 
101 % 

104% 

99% ♦% 

sft +% 
106% +% 


- 250 Sft 
_ 500 100% 
.WOO 104% 


DEUTBQE HARK STRAWHIS 

Auseta 8% 34 2000 99 99% +% 

Badan-Wteartt L-Aerere e 99 . 2000 104% 104% 

Cai a taJxj LB606 1500 102% 102% t% 

Cradl FtaHta 7% 03 2000 109% 1D% 

Dqpb'H’oa B% 08 1500 105% 108 

Dude Bk Fin 7% 03 2000 110% 110% 

Derttrire Hmnos 5% 04 2500 102% 103% 

SC 6% 00 2900 Wft 106% 

B)B%00 1500 105% 106+% 

Maid 7% 00 3000 10B% 10B% 

HaHtaHIftOI 1500 19ft 104% +% 

lMMFtmeB%<B 2250 105% 105 t% 

LKB Badan-Wrertr S% 03 2250 104% 104% +% 

oreadaftM ism \® i«% +J+ 


747 SNCFftOC 30000 114% 

1S2 ^alnft 02_ 125000 117% 

7*4 Watt Bark 5% 02 250000 lift 

674 

925 OTHER STRAIGHTS 

«2B EBflD14%»R 250 Sft 

ITS Mbrtd Bank 15 99 R 500 W0% 

674 AufetaftUR WOO 10ft 

6*5 F9T Nedrtnd 6% 08 R 1300 105% 

684 Bel Ctaredt 1ft 00 CB 150 lift 

6*7 EHfcfl Cckmbta 7% 03 CJ 1290 106% 

OSB OamtaMO&ttagftOOCS. WOO 108% 

620 Bsc da Hares 9% 99 C3 275 109% 

118 WMIHni W01 CS 400 113% 

6*5 Nppon Tal Td 10% 99 CS 200 110% 

643 Otarip 8 03 CS 1500 100% 

677 fr4ano>V*°a(BCS 2000 113% 

645 Ottzrto Hydro 1ft 99 CS 500 KS% 

82« CaB KdanSteta 10% 99 CS _ 150 10ft 
135 Octree Hyde 7 01 CS 1000 106% 

687 QterecHou ift 98C6 200 107% 

B8B Ctanf BtepeSOI Ecu 1100 115% 

B85 Cradl Fonder ft 04 Ear WOO 112% 

Darerrerit 6% 02 Ear 1000 lift 

h: Boo Ecu iim io«% 

1*9 SB TO 01 Ecu 119D 117% 

a« F*M8%a7B* 750 lift 

SS« tafeftnfeu 2900 125% 

133 Kdy 10%o0Ecu 1000 119% 

*2t used Ktogdm ft aiEeu_ 2750 lift 

*25 ADC 1099 AS 100 107% 

*22 Comm SKA i n* tal l 3% 89 AS _ 100 lift 

385 SB 7% 00 AS 360 104% 

386 Na AotateaBre* 6% 99 AS _ 250 10ft 
390 NSWbaeauy Zen02D AS _ WOO 10% 

A5B R»r Bre* 7% 03 AS 125 104% 

613 State Sfc NSW 9 02 AS—— 300 109% 
590 atiAutaGoWRiSSAS __ 150 WB% 
*32 Wcrti art ft CD « 100 -Kft 


107% ♦% 188 
117% +% 244 
Wft ft 1.10 
120 ft 138 
lift ft 1JB 
117% ft 180 
lift ft 189 


4tMyM0rnaBBuy-^99 _ 1000 

Aigertreta BkMFbiOOl 700 

Crefce-iiOl 90® 

Canada -% 99 2000 

CCCSOOOEoi 200 

Conrad* OB Rn-% 98 750 

Ok* Inornate *00 300 

DreednrRnmea ^98 DU _ 1000 

Fed N* Ucrt -A 00 ID® 

R (**«-% 99 1500 

Haitax BS0 99 500 

MSmkM%99 500 


6ld Otter Cxpn 
B83 10080 57500 


Wft ft 1489 
101% ft 1436 
105 372 

10ft ft 588 
lift 52S 

108% ft 118 


110% ft 531 
109% ft BOB 


Uy&69 

.1500 

10030 

10037 

53023 

Uy%96Ecu 

.1600 

10015 

W025 

4*125 

1KB Baden-Wuret Ai -% 98 

. 1000 

9934 

70600 

56750 

Ltaycta Bark Pep S 610 800 

u*a 

91*0 

56938 

M*tf*fc&06 

— 650 

9076 

10000 

nnias 

NoeSoofe &99 

-900 

9095 

10005 

83312 

Orferto 089 

a 2000 

10014 

10022 

58125 

PortUta*' i 99 DM 

.2900 

10029 

10033 

3*088 

Ouetreo Hyde 090 

-sm 

9078 

9938 

58194 

RmbOSB 

-900 

aaon 

IC0 10 

53150 

Spain -A 02 DM 

.2000 

10005 

10010 

nnmn 

Sob Bk Wcfcria 60S 9B — 

-129 

9939 

WQ.15 

33562 

Swwtan-%01 

.2000 

10002 

warn 

57188 

Unfead Kingdom ft 01 

.2000 

9931 

9935 

5*823 


lift ft 5.W 


_ 200 107% 
.1100 115% 
.WOO 112% 
.1000 lift 
. 1100 104% 
.1150 117% 
_ 750 116% 
.2800 125% 
-WOO 119% 
.2700 114% 
_100 107% 


114% ft 505 
104% ft 450 
117% ft 488 
117% 612 

128% ft 030 
1W% 4JH 
lift ft 488 
107% sag 
115% 611 

Wft ft 53B 
101% ft 580 
W% ft 733 
W4% ft 680 
106% ft 670 

100% ft 632 

10ft -1 ISO 
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CURRENCIES AND MONEY 


Pound dips on pre-Budget nerves 


MARKtTS REPORT 


By ®mon kuper 

Hifi pound , fell yesterday on 
Profit taking ahead of 
“day's UR Budget 

Sterling, which"had risen 7 
. pfennigs against the EKMarfc 
file last 10 days, was at 
Dma 892 in late trading yes- 
. taday , L8 pfennigs below Its 
overnight high. 

Wit trade was sabdued 
ahead of the Budget and 
today's close of the US Fed- 
oral Reserve's Open Market 
committee meeting. Few 
expect the Fed to raise rates. 

The pound initially barely 
s uffer ed from a UK June 
Purchasing managers’ index 
that showed weak price pres- 
sures and some damage to 
exports from the strong 
pound. But the market paid 
mare attention to the index 
to the afternoon, as the Bud- 
get loomed larger. 

' .The. pound fell through 
resistance at *1.66 against 
the dollar, closing in London 


0.6 cents down an the day at 
$1-658- The Irish punt rose 
O.Sp against sterling to 
£0.916. . 

The lira gained another 
L2.6 against the D-Mark to 
1*973.8, and is approaching 
its unofficial 225 per cent 
fluctuation limit within the 
European exchange-rate 
mechanism around L968. 

The dollar dipped cm an 
unexpectedly weak National 
Association of Purchasing 
Management Index for June. 
But it bounced tn late trad- 
ing to DML745 against the 
D-Mark and Y114.8 against 
the yen, slightly above Mon- 
day’s levels. Mr Nick Par- 
sons, currency strategist at 
Paribas Capital Markets in 
London, noted that once 
again the dollar was strug- 
gling above DML74. 
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■ How will the Labour gov* 
emmenfs first Budget affect 
sterling? Currency strate- 
gists said the key question 
was the level of tax rises. 
They said that a net fiscal 
tightening of more than 
£4bn-£5bn could dent the 
pound, as it would reduce 
pressure on the Bank of 
England to raise interest 
rates. Mr Steve Hannah, 
chief economist at IBJ Inter- 
national in London, said the 
market would regard a sharp 
ti ghtening “partly as a delib- 
erate attempt to weaken 
sterling”. 

■ The pound Is hurting UK 
exports, as today’s FMI sur- 
vey showed, but the mystery 
is how little damage it has 
done. After all, sterling has 
risen by a fifth since last 
August, and we are always 
being told about the new 
competitive global market- 
place. Mr Parsons has stud- 
ied recent UR trade data to 
find out why exports have 
not fared worse. 



He says that although the 
value of UK exports has 
fallen, export volumes have 
been stable. This means 
exporters' profit margins 
have shrunk. Hence, Mr Par- 
sons says, the profit warn- 
ings on the London stock 
market while trade data 
have for long remained 
respectable. 

Yet this is set to change. 
Mr Parsons says that most 


exporters are still delivering 
goods under contracts signed 
months ago. Their foreign 
trade partners, in other 
words, have to buy the large 
volumes of UK goods they 
agreed to take at th e time. 
That is creating the pres- 
ent"J-Curve" effect. But 
when the current round of 
export contracts comes up 
for renegotiation, volumes 
will suffer. Perhaps we saw 
the first si gn or this in the 
April trade data, which 
showed a marked decline. 
And last month the pound 
gained almost another 5 per 
cent against the D-Mark. 

Mr Parsons is publishing 
his research under the title 
“The Icarus ChuTracy". Yes, 
he thinks the pound will f al l 
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■ The UK yield carve 
implied by the money mar- 
kets is remarkably fiat. The 
short sterling futures mar- 
ket, which effectively bets 
on future UK base rates, 
expects rates to reach 7.25 
per cent by March 1998, and 
then to freeze there until at 
least June 2000. Those two 
contracts now trade just 2 
basis points apart 
City economists say there 
is one-way risk in this mar- 
ket - that rates will rise by 
more than expected. After 
all, almost every economist 
in Britain expects base rates 
to reach at least 7 per cent in 
coming months. On the 
other hand, if the economy 
and consumer spending con- 
tinue to grow at their pres- 
ent pace, rates could go 
much higher. Some econo- 
mists are talking privately 
about levels around 9 per 
cent. The futures market, 
which normally overstates 
the chances of rate rises, 
does not reflect this. 
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eSS- 

m 

74 

- 6)1 

74 

■74 

Swiss Franc 

1*1 

-1>2 

Cnia 

-1* 

1>2 

-1ft 

1*2 - 

m 

1*8 

-1ft 

ift- 

■1 ft 

Oanaden Dtokr 

SA 

-3A 

3% 


34 

-34 

W- 

3ft 

3ft 

-3B 

4ft 

•4* 

US Ddtar 

5* 

-54, 

5ft 

-SA 

Bft 

-54 

5ft- 

6ft 

5ft 

-5H 

64 


Dalian Lka 

m 

-« 

eft 

-eft 

6% 

-« 

eh- 

eft 

m 

-64 

64- 

-6ft 

Japanese Yen 

IS 

-a 

ft 

-h 

h 

-ft 

A- 

ft 

a 

-A 

\ - 

■h 

Asian S3ng 

oh 

-34, 

3% 

-Oh 

Oh 

-312 

3ft- 

34 

3ft 

-34 

3%. 

■ah 

Start Mnn ram aa ml 

liar the U8 

Defer 

ma Yen, afem two thr/e 1 nodes. 




I (MATFJParta Interbank offere d rata 



Open 

Settprice Change 

High 

Low 

Eet wi Open int 

Sep 

9655 

9X55 

- 

9X56 

9X53 

14,752 

74262 

Dec 

9652 

9X52 

+0.01 

9X53 

96 -SO 

7261 

33.005 

Mar 

96X5 

9X47 

+O.Q2 

9X47 

9X43 

228 

31.184 

■ HME MOMTH ■OROMAMC HiniMBS DMirn points ol 10096 


Open 

Sat price Change 

High 

Low 

Eat voi 

Open W. 

Sop 

9X82 

9X84 

+OJ22 

9X54 

9X62 

11005 

282581 

Dec 

9X72 

9X78 

+0.03 

9X76 

9X72 

195BO 

275295 

Mar 

9652 

9X66 

+004 

9X68 

9X62 

17384 

237059 

Jun 

96X6 

9X50 

+0.03 

9X51 

9X46 

15216 

178796 

■ ON 

■ MOUTH* 

MKMUM 

C fVTinMS OJFFq* DM3m poMa of 10QM 


Open 

Settprice Change 

Htfl 

Low 

Est voi Open frit 

Jul 


9X90 




0 

395 

Aufl 


0X88 

. 



0 

290 

Sep 


96-88 

- 



0 

3 

Oct 


9X85 

- 



0 

50 

■ THI 

IMC MOMIH EUROURA FUTURES (UFFE)* LI 000m points of 100M 


Open 

Settprioe Change 

Hgh 

Low 

Eat. vd 

Open int. 

Sep 

93X9 

8X52 

+004 

93^4 

9X45 

18774 

114193 

Dec 

9358 

0X90 

+004 

9321 

93.83 

12201 

81524 

Mar 

94.15 

94.17 

+0.04 

94.18 

94.08 

6518 

49044 

Jim 

9452 

9423 

+004 

9424 

9424 

3282 

33785 

■ IWSEMOnHH 

CM me FRANC IVIUM* JLffTQ SRlrn potate of 10» 


Open 

Settprice Change 

«0h 

Low 

Est. ml 

Open lnL 

Sep 

9X42 

9X39 

-0.08 

9X43 

9X37 

17481 

70090 

Dec 

9X25 

9823 

-007 

9826 

9X22 

7933 

44574 

Mar- 

9X14 

9X14 

0.06 

9X16 

9X13 

929 

16503 

Jut 

9X00 

9X00 

005 

96.02 

9X00 

M 

4226 

■ DICE MOaiTM nmOYBI RJTlinKS (LBTE) YlOOm paints Of 100M 


Open 

Settprice Change 

Hgh 

Low 

Eat voi 

Open Int 

Sap 


99.31 

+OOI 



0 

no 

Dec 


99.13 

+002 



0 

na 

Mar 

9853 

9X93 

+006 

9X93 

9X93 

100 

na 

■ Hum MOMTH CCU PUTUCBS (|JFFE) Eculm points of 100M ■ 



Open 

Settprice Change 

High 

LOW 

EeL voi Open M. 

Sep 

0X84 

95.66 

+002 

9X68 

9623 

554 

8812 

Dec 

9X79 

9X83 

+0.05 

9X63 

95.79 

89 

6083 

Ma- 

05.75 

85.77 

+0.03 

9X78 

9X76 

20 

4234 

Jun 

9X73 

95.75 

+004 

9X75 

9X73 

21 

3021 


' LfFFE hams ate 

■ KUROURA 


on APT 

0JFFE) LI 000m points Of 100% 


SM09 

Price 

Sep 

- CALLS - 
Dec 

Mar 

Sep 

- purs - 
Dec 

Mar 

98GD 

ai4 

050 

079 

0.12 

0.10 

0.12 

9378 

004 

0.32 

060 

027 

017 

018 

9400 

am 

018 

OAA 

049 

0.28 

027 


Eat uoL total. Citoa 2028 Puto 1953. WaNtata day“a open int, Cate 78275 Puts 30838 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Jri 1 BM- DKr Ffr 

DM 

K 

L 

n 

NKr 

Es 

Pta 

SKr 

Sflr 

C 

CS 

* 

V 

Ecu 

Belgium 

(BFt) 

100 

1X45 

1632 

4945 

1933 

4717 

X453 

2094 

48X6 

40X5 

2192 

4963 

1.879 

XB43 

X784 

319.6 

2489 

Dnwk 

(OKI) 

54.21 

10 

X850 

2.825 

0994 

2557 

2956 

11.03 

26X4 

2229 

11.66 

2903 

0.910 

2984 

1909 

1739 

1938 

Fiance 

(FFr) 

6120 

11.30 

10 

2.968 

1.123 

2680 

3941 

1X46 

2999 

2509 

1X18 

X489 

1.029 

X354 

1.705 

1959 

1912 

Germany 

(PM) 

2024 

3^07 

3970 

1 

0978 

9739 

1.128 

4.196 

101.1 

8493 

4.441 

0939 

0.347 

0.793 

0975 

65.07 

0510 

trafanf 

(to 

54.54 

1006 

8.004 

2.642 

1 

2573 

2974 

1199 

2679 

22X4 

11.74 

2916 

0.916 

X096 

1919 

1749 

1946 

Italy 

W 

2.120 

0391 

0346 

0103 

0.039 

100 

0.116 

0931 

10.38 

8981 

0458 

0.088 

0938 

0981 

0.059 

X775 

0952 

Hattteriands 

(F6 

1X34 

3.383 

2994 

0688 

0.336 

665.1 

1 

3.729 

B9.7B 

75.10 

3.948 

0.745 

0.308 

0705 

0511 

5X61 

0453 

Norway 


48.17 

8970 

8.027 

2.382 

0902 

2320 

2981 

10 

240.7 

201,4 

1058 

1998 

0926 

1900 

1.389 

157.1 

1914 

Portugal 

(ES) 

2043 

0788 

3934 

0990 

0375 

9639 

1.114 

4.164 

100 

8395 

4985 

0830 

0943 

0.785 

0989 

6X28 

0.504 

Spoil 

(Pin) 

24.42 

4904 

0966 

1.183 

0448 

1152 

1932 

4968 

1199 

100 

5954 

0992 

0.410 

0938 

0980 

7894 

0.603 

Sweden 

(SKr) 

4X48 

8L573 

7987 

2252 

0952 

2193 

2.595 

9.452 

227.5 

1903 

10 

1988 

0.780 

1.788 

1994 

14X5 

1.147 

Switzerland 

(SFt) 

24.61 

4940 

4.018 

1.102 

0.451 

1181 

1942 

5905 

1205 

1009 

5995 

1 

0413 

0946 

0685 

7X08 

0908 

UK 

CP 

5X58 

1099 

9.723 

2985 

1982 

2810 

3948 

12.11 

2919 

2439 

1291 

2 >120 

1 

2989 

1956 

1909 

1470 

Canada 

(cs) 

2X02 

4. BOO 

4248 

1201 

0.477 

1227 

1919 

X292 

127.4 

10X8 

5968 

1.057 

0437 

1 

0724 

83.18 

0942 

USA 

m 

3X92 

X625 

X684 

1.740 

0.659 

1684 

1959 

7905 

1759 

147.1 

7.728 

1.450 

0.603 

1980 

1 

1149 

0887 

Japan 

m 

3129 

X772 

X108 

1916 

0574 

1476 

1.706 

8963 

1539 

12X1 

X732 

1971 

0925 

1903 

0971 

100 

0772 

Ecu 


4051 

7J72 

X813 

1962 

0743 

1911 

2909 

8938 

19X3 

18X9 

X718 

1.646 

0680 

1957 

1.128 

1299 

1 


■te Kama. French Rme. NDmagtei Krmr. tnd C a w te l Kronor par 1ft 
D-MARK HJTURSS (MM) DM 125.000 per DM 


Btete Franc. Von. Eaaida. Ua and Heetoi 


Off TOIL 

JAPA NES E TBI WHWO (IMM) Ten 12 Jm par Yen 100 


Sep 

Dae 


Open 

Latest 

Change Hgh 

Low 

Est- voi Open kit. 


Open 

Latest 

Change 

Hfe* 

Low 

Eat voi Open Int 

097B2 

09758 

0.6769 

09750 

31.792 

07.554 

Sap 

09020 

09792 

-09034 

09796 

09771 

11.037 

92955 


09805 

09605 

09800 

15 

961 

Dec 

09618 

0.0948 

— 

09923 

09912 

6 

1998 

- 

09850 

- 

- 

160 

227 

Mar 

- 

09114 

“ 

- 

- 

3 

107 


I PWAHCWmiWCgQfcM) SR 1254)00 per SFr 


to CTB1UWO HIIUWB (IMM) Efig.500 par E 


UK INTEREST RATES 


0.6892 

-09016 

0.8909 

09880 

16,189 

39923 

Sep 

19608 

1.6596 

_ 

19845 

1.8596 

09968 

-09015 

0.6975 

0.6961 

81 

B73 

Dec 

1.8580 

19540 

— 

19660 

1.6540 

0.7184 

- 

- 

- 

100 

153 

Mar 

- 

1.6540 

- 

- 

1.6500 


5.522 55^72 

22 581 

1 2 


EMS EUROPEAN CURRENCY UNIT RATES 


LONDON MONEY RATES 

Jut 1 Over- 7 days One Throe Sbt 

ntfit notloe month months months 


One 

yeer 


Interbank Sterling 6^-3 B£ - 6 >t - 8 ft 6 |S - ^| • 6 fi 7% - ?Vl 

Stating COs - - 6,1 - 6 ^ 6 JZ - 652 - 6 % 7,\ - 7^ 

Treasury BOs - 8 & - B, 1 , 6 ft - 6 ft - 

Bank BSa - - BH- 6 H 6 i 2 - 6 J 368 - 8 tt 

Local authority daps. Crtt- 8 *a SJJ - Bft 6 ft - 8 H 0(1-8% 7 is - 0 ii 

Dtacaum Mtrt« daps - 6 % 6 % ■ 6^4 

UK deafng bark ease lending rate 6>2 per cant ham Jun 6 . 1907 

Up to 1 1-3 3-8 6 -B 9-12 

month months months months 


Carts or Tn dap. (21004)00) 2«a 5*2 5 5 4\ 

CanaalTwrckp. under ZiOtXOOO ta 2 | zpc. Depoona irftMratm ler catoi iLpc. 

Aue. tender rato to dscoura on Jun 27. GASOOpe. ECOD Arad nee Stfe. Export Ftoancn. Mate 
up day Jun 30. 1997. Apeed rate tar poind 38. 1987 to Aug 25. 1987. Soteme ■ 7J»8pc- 
Menace rtos lor period Uay 31, 1997 to Jui 30. 1997. Schemee IV 3 V 0.73Bpo. Flnanoe 
» Rue 7pC tern Jun 1. 1997 


MONTH STKRUNQ FUTURES (UFFE) *500,000 points of 100M 


Sep 

Dec 
Mar 
Jun 
Sep 

Weo traded on AFT. A1 Open Interest Aos. ore tor previous day. 

■ swwt snei" "a opnowft (un=g Esoo43oo poinb of ioom 

SMta 

price sap Dec 

g^S 024 0.19 

9300 0-08 04M 

ate 04)2 04E 

^ nog, SOTO Pub 3*30. PreteuB day'* open Int. Ctee 12B012 Pub 12£BBa 






[TTH 




i’*r 


■m 

vm 






Jul 1 

Ecu con. 
rides 

Rate 

ageinstEcu 

Change 
an day 

%+7-lrom 
can. rate 

% spread 
v weakest 

Div. 

teCL^ 

Ireland 

0.798709 

0.745726 

-0.00298 

-6.63 

1X18 

45 

Finland 

595424 

X67366 

+0 

097 

247 

-2 

Italy 

190X48 

1917.42 

-593 

097 

297 

-4 

Portugal 

197996 

199927 

+0.143 

093 

291 

-8 

Spate 

163926 

16X541 

+0.055 

198 

1.18 

-12 

Danmark 

794555 

7.50304 

+090195 

2.14 

0.89 

-15 

Netbertands 

2.10079 

291844 

+090054 

294 

0.60 

-17 

Oarmany 

192573 

197107 

+090088 

295 

DAB 

-23 

Austria 

1X6485 

1XB88B 

+0.0067 

297 

047 

-17 

Batflhun 

3X7191 

40.6667 

+09141 

299 

046 

-17 

Prance 

X45863 

X64269 

+090098 

295 

090 

-24 

NON ERM MEMBERS 






Qraace 

28X269 

310265 

-0956 

X08 

-2.12 

_ 

UK 

0.793103 

0-678817 

+0900247 

-1491 

20.17 

- 


Ecu cartel cace BM ly Du Einpeen Cormaswi Curtnae* m In deacendkig ratera snrvh. 
Fteenuge dnga are lor Ecu: a poeBfcn dnp denote a vreeli aeiency JSvwaaice lima dw tea 
beraasi mo epreaao: Ow paanaoe dnererae txnaeao flie ec*ra nakat ato Ecu court rate kr s 
onaney. and Bwnraknte pwrnHed pereaeMge detekn ariha cuteney*i mortar na kern to Ecu 
ooM te 17/9192: Stoaftg upnM hem Bto AMM cofcUfaM by ke Rnnla Ttnea. 

■ Pm UMJMMM OPTIONS E31^5Q (cans per pond) 



Settprice Change 

Hgh 

Low 

Est. voi Open Int. 

SferXa 

- 

- CALLS - 


— —— 

- PUTS 

Man 

9293 

+X05 

92.94 

9298 

14080 

133383 

Price 

Jul 

Aug 

Sep 

Jul 

Aug Sep 

82.72 

92.77 

+095 

02.78 

02.70 

18330 

111483 

1950 

199 

243 

2.82 

099 

194 191 

9294 

02-69 

+095 

92.70 

02.62 

8510 

85548 

1900 

193 

1.86 

293 

098 

197 296 

9293 

92.67 

+005 

92.89 

92.60 

6812 

50865 

1970 

098 

140 

197 

1-22 

292 2.77 

8293 

92.68 

+098 

92.70 

92.60 

41B1 

36218 

Pravkaa doy^ aOL. Cafe 2S0 Puts 3,100 . 

Frt*. day's open nt, Crib 29415 Puts 30,139 


■ PHUmHJttlA 3E D-MAHK/S OPTIONS DM62JOO (5 per PM) 


SbM 

Price 

Jul 

- CALLS - 
Aug 

Sep 

Jul 

- PUIS - 
Aug 

Sep 

0970 

nan 

097 

1.25 

0.17 

043 

058 

X575 

090 

X71 

098 

X37 

095 

090 

0980 

0.13 

048 

0.72 

0.70 

090 

197 


Pnvieui dqTa vto. OoIb B9 Puts 2^61 . Plw. day^ open Int, Cato 9,115 Pub 15^55 


wowrammoDoijLAHOMfcqgimpciT^of ioom 


BASE LENDING RATES 


Mira & Comparer SJS0 
AAedtooh Bark fGB) B50 
•Henry Amhachar &50 
BankofBaroda 650 
^KdEtoxto Vizcaya &50 
BarkoiCypus 65D 
Bakto Otourid &50 
BonkoHnda 850 
fadktoSetoterto 8490 
BadaysBank 850 

M » to MW East 850 
•enaaShtosy&CDLkl 650 
CAtnkNA 880 

OydsKtatoBark 650 

TmOMpettoWeBtoktSO 

gauds a Co 850 

Cnm Popular Berk 850 


% 

Duncan Lube 8-50 
Enter Bok Laniad 7450 
Rnaidall Gen Bark 750 
•Hobart Rankig & Co 850 
•Ctuhneas Mahon 650 
HtoABankAGZu*di050 

•Hambns Bank 85o' 
Hwtatte & Gen Inv BhfrSO 
C, Hoars&Cc 650 
HB*hong 8 Shanghai 650 
htmsucBark(lJK)UdS50 
jLdgn Hodge Berk 850 
•Leopold JosaphS Son* 6-50 
UeytfaBonk 649) 

MctandBark 850 

NtoWetoRkister 850 
•RenBratfia« 650 
RoytoBk to Scotland 650 


Scottsh Widows Bark 850 
•Singer & Pnadander 650 
•SmtoiSWhwn Secs 650 
TSS 650 

IMMBaikofKiflnLBJSO 
Unity Tiuffl Bonk He 650 
WeaemTitM 650 


Asecdtokin 
* In adnkkdraUat 



Open 

Latent 

Change 

Hgh 

Low 

Eat wl open W. 

s*p 

84.12 

84.12 

-0,05 

94,12 

94.11 

73,102 

572916 

Dec 

9390 

9390 

-092 

9391 

9399 

117.400 

434903 

Mar 

9390 

9X80 

-0.10 

0391 

9X79 

70228 

29X454 

■ US TWtASWTY BHJ. FUTURES (IMM) Sim par 100M 



Sep 

94.79 

9490 

_ 

9490 

9490 

359 

7979 

Dec 

9499 

9490 

- 

9499 

9499 

1 

440 


AH cptn tenet tlge. n tor previtw *y 
■ ■UMMURK omOHS (LffTQ DMIm paints of 100M 


WhtewayLflkto* XSO 
YatetoraBw* XSO 

Strike 

Prica 

Jto 

Aufl 

CALLS - 
Sep 

Dec 

Jul 

Aug 

PUTS — 

Sep 

Dec 


9675 

009 

0.10 

0.11 

OOB 

0 

001 

ojoz 

009 

• Memhera of London 

9700 

0 

0 

OlOI 

002 

016 

016 

017 

027 

tensnnantBatoteg 

9705 

0 

0 

0 

0 

0.41 

041 

041 

0£O 


EBL uoL total. Cm 27S0 PUB 341E. Prsikaw day'e open tot, Call 343900 Puts 246580 

■ BHKI SWftSFRAiiC OPTIOHS (Uffg SFrim pototo to 100M 


Strifes 

Price 

Sep 

- CALLS - 
Dee 

Mar 

Sep 

- PUTS 
Dec 

9880 

OQS 

012 

014 

020 

grip 

9675 

003 

005 

006 

038 

007 


Mar 

050 

087 


Got wi. moL cato a Has a. nradoua dbyn open rat. cato 3028 pub saa 


ACTIVE INVESTOR 

Electronic Internet Trading 




ACTIVE INVESTOR is a low cost, electronic securities execution 
and real rime account access service far self-directed investors 
wishing to trade UjS. equities and options on the Imcmet- 
LOW DISCOUNT STOCK COMMISSION RATES for Active 
Investor users, only three cents ($0.03) per share UJ5. ($15 
minim nm per trade) for U.S. equity orders. 

BEST EXECUTION for investors’ stock orders for both listed and 
over-tbe counter (OTC). executed directly by Preferred Technology 
and not sold to a third party for payment, translating into savings 
for Active Investors. 

ALL SECURITIES ARE OFFERED THROUGH 
PREFERRED TECHNOLOGY, INC-, a leading broker/dealer 
serving institutional investors, floor traders, professional investors, 
other broker/dealers and a limited number of active individual 
investors. San Francisco-based Preferred Technology was founded 
in 1982 and has offices in New York, Boston, Chicago and 
Philadelphia. 


P <•(' . • c : • ! !•.■*<. . I • 


PERSONAL 


PUBLIC SPEAKING 

Tranlng aid speech 
wrtfng by award taming apeakac 
FW lesson boa. 

Tte (01 323 852283) 


ALLIANCE 

Tutcrain 
Afflara & Lckerar BM«6idtof 
£ 200 , 0004)00 
Floating Rate Notea doe 1998 
Far da burnt Period 27* lux, 
1997 to 29th S ep tonbet. 1997. dte 
Note will cany a Ran: of Interest to 
6.9375% pa wmian with I n nieai 
amoaob to £17856 per £104X)0 and 
£1 .78654 p«£100.000 Note-payeUe 
an 29th September, 1997. 


Baa h eol&aat 
Oanpam. Law 


The Financial Times plans to publish a Survey on 


Bangladesh 


on Tuesday, December 16 


For further information, please contact: 
Gareth Jones 
Tel: +44 171 873 3238 
Fax: +44 171 873 3395 
or Panna Abu Zafor in Bangladesh 
Tel: +880 2 606 829 
Fax: +880 2 883 343 
or your usual Financial Times representative 


FT Surveys 


TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 8 July 1997 

1, The Bank of England announces the Issue by Her 
Majesty’s Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a bid-yield 
basis on Tuesday, 8 July 1997. An additional 
ECU 50 mRflon nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 


2. The ECU 1,000 million of Bills to be Issued by tender 
will be dated 10 July 1997 and will be in the following 
maturities: 

ECU 200 minion for maturity on 14 August 1997. 

ECU 500 niHtion for maturity on 16 October 1997. 

ECU 300 minion for maturity on 15 January 1998. 

3. AH tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, 
Threadneedle Street, London not later than 10.30 a.m., 
London time, on Tuesday, 8 July 1997. Payment for BHIs 
allotted will be due on Thursday, 10 July 199/. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 1 00,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application Is made, the yield bid and the amount 


for. 

6. Notification win be despatched on the day of the tender 
to applicants whose tenders have been accepted in whole 
or In part For applicants who have requested credit of Bills 
in global form to their account with ESO, Euroclear or 
CEO EL, BIHs win be credited in the relevant systems against 

K ent. For applicants who have requested definitive 
BINs will be available for collection at Customer 
Settlement Services, Bank of England after 1 .30 pjn. on 
Thursday, 10 July 1997 provided cleared funds have been 
credited to the Bank of England's ECU Treasury Bills 
Account No. 5900551 6 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 787, 6-8 Eastcheap, 
London EC3M ILL Definitive Bills will be available in 
amounts of ECU 10,000, ECU 50,000, ECU 100,000, 
ECU 500,000, ECU 1,000,000, ECU 5,000,000 and 
ECU 10,000,000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part erf any tender. 

8. The arrangements far the tender are set out In more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and In supplements to the Information 
Memorandum, All tenders wfll be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

ft. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be far maturity on 15 January 
1998. These Bills may be made available through sale and 
repurchase transactions to the market makers feted in the 
Information Memorandum (as supplemented) in order to 
facilitate settlement' 

10. Copies of the Information Memorandum (and 
supplements to it) may be obtained at the Barit of England. 
UK Government ECU Treasury Biffs are issued under toe 
Treasury Bills Act 1877, the National Liters Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 

Bank of England 
1 July 1997 















n SgffffJsffiMWwa'Z’syrsPT vita r. e crg-.w »x» 


FINANCIAL TIMES WEDNESDAY JULY 2 1997 


COMMODITIES AND AGRICULTURE 


Rise in price of tea forecast as output drops 


By Alison MattSand 

Tea prices are expected to rise 
this year, fuelled by growing 
demand in eastern Europe and the 
Middle East and a drop in world 
output. 

The United Nations Food and 
Agriculture Organisation said yes- 
terday that world production was 
expected to fall from a record 2.7m 
tonnes in 1996, because of dry 
weather in important tea-growing 


countries such as Sri i-anira and 
Kenya. 

-Consumers will face higher 
world tea prices," the FAO said in 
a report for the intergovernmental 
group on tea, meeting in Bali, 
Indonesia, this week. 

After bigger harvests in almost 
all the main tea producing coun- 
tries last year, drought in east 
Africa in the first quarter of this 
year has left production more 
than 30 per cent lower in Kenya. 


Wilson Smithett, London tea 
brokers, said that the Kenyan 
crop was just over 80m kg in the 
first five months, down from 116m 
kg a year earlier. Kenya normally 
produces aboat 260m kg a year. 

Northern Tanzania, Uganda, 
Burundi and Rwanda have been 
similarly affected. The drought is 
being blamed on El Nlfio. the lat- 
est warming of the tropical Pacific 
Ocean which has global repercus- 
sions. 


In Sri Lanka, which usually pro- 
duces sim il a r amounts to Kenya, 
output was down by about 6m kg 
to 103.5m kg in the first five 
months. 

*T thtwif ft's unlikely that the 
second hair will see that deficit 
caught up,” said Mr Tony Kane, a 
director of Wilson Smithett 
He said prices could rise by 
between 5 per cent and 10 per cent 
this year. “I don’t think there will 
be a runaway explosion unless 


there’s a major crop catastrophe, 
but I see little downside potential 
this side of the new year.” 

• However, Mr Kane added that if 
the developing El Nlfio weather 
pattern wiped out the short end- 
of-year rains in east Africa, or 
monsoons failed in Turn* and Sri 
Lanka, **we could be looking at 
some very exciting price 
numbers”. 

In spite of last year’s record 
harvest, prices are already higher 


t-tian for some years, especially for 
lower and medium quality teas. 

Demand is o u t str i ppi ng supply 
and leaving no stocks to carry 
over from one year to the next 
Average prices for “second -line- 
teas are about $1.50 a kg, com- 
pared with $130 a year ago. 

However. London prices of 
about 88p a kg are still well below 
the peak of 220p in the early 1980s, 
which followed three poor har- 
vests. 


Bio-resources bloom in Yunnan 

Y unnan province is 
already China's 
tobacconist. Now it 


Y unnan province is 
already China's 
tobacconist. Now it 
wants to be China's florist 
The province, in the 
south-west corner of the 
country, produces 800,000 
tonnes of tobacco and rolls 
more than 380bn cigarettes 
each year. Provincial coffers 
rely on the income of the 
cigarette makers, which con- 
tribute 70 per cent of annual 
fiscal revenues and have 
made the region one of the 
most successful economies 
in western China 
However, Yunnan knows 
it cannot last forevcs*. "In the 
long term, the decline of the 
tobacco industry is inevita- 
ble,” says Professor Zhang 
Auluo from the provincial 
government. “Smoking is a 
bad habit and the level of 
smokers will slowly fall as 
living standards rise.” 
Against the vagaries of the 
tobacco industry, and in an 
attempt to enable the rural 
poor to share the benefits of 
economic growth, Yunnan 
plans to build an alternative 
pillar to the provincial econ- 
omy - a high-tech bio- 
resources industry, spanning 
horticulture, biotechnology, 
food production and process- 
ing. natural medicines and 
forestry. 

The government has 
drawn up a YniObn ($1.21 bn) 
investment programme to 
foster businesses that can 
exploit Yunnan's natural 
plant resources. The prov- 
ince boasts more t ha n 18,000 
plant types - the widest 
variety in China. 


COMMODITIES PRICES 
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Yunnan hopes to reduce its dependency on tobacco in 
favour of a wider variety of crops Barma 


By 2000, the first invest- 
ments in bio-resources busi- 
nesses are expected to yield 
YniObn. 

“In 10 more years, it will 
become another important 
backbone industry for Yun- 
nan, worth Yn50bn by 2010,” 
says Prof Zhang, who heads 
the Yunnan Bio-resources 
Development Office. 

The value of Yunnan’s 
agricultural output last year 
was Yn34.7bn, 23 per cent of 
the provincial total The bio- 
resources revenue will add 


to existing income from 
farming and should increase 
China's use of technology in 
managing natural resources. 

The programme «isn alms 
to help redress income 
inequality in Yunnan. The 
tobacco industry has driven 
the province's 10 per cent 

"nnnal omnnwilr growth hi 
the 1990s, but has failed to 
spread wealth. More than 7m 
people in the remote moun- 
tain regions are regarded as 
poor by the Chinese govern- 
ment, which sets the poverty 


line at annual income below 
Yn500. 

One higher margin crop is 
macadamia nuts. The gov- 
ernment is investing a mod- 
est Yn46.4m to plant 2,000 ha 
of the nuts, which sell for 
double the price of cashews, 
promising sales worth 
Yn747m over the next 20 
years. Yunnan hopes the 
industry's success will foster 
further plantings. 

There are also plans to 
Increase local production of 
walnut mil it, an alternative 
health drink in China, by 
expanding output at the 
local factory from 5,000 
tonnes a year to 50,000 
tonnes, with an estimated 
sales value of Yn520m. 

Production of vanilla, for 
use in cigarettes, food, medi- 
cines and cosmetics, and spi- 
rulina, a natural medicine, is 
likely to win substantial gov- 
eminent ha rking . 

T he most eye-catching 
area of agricultural 
diversification is hor- 
ticulture. Dounan Village 
has developed into the larg- 
est flower trading centre in 
south-west China, handling 
more than 4m flowers a day. 
Since the 1980s, most of the 
village's arable land, which 
previously produced grain, 
has been replanted with 
flowers. 

The provincial govern- 
ment, in a joint venture with 
a Taiwanese company, is 
hoping to turn Yunnan into 
China’s chief producer of 
orchids, investing YnlOOm in 
building greenhouses which 


wiD be able to yield 3m pha- 
laenopsis amah ills. 

The chief obstacle to the 
growth of the flower indus- 
try is transport. Air cargo 
from the province has more 
than halved in price in 
recent years, but interested 
growers say the air service, 
critical to flower exporters, 
can be unreliable. Prof 
Zhang says the government 
has realised this is “the criti- 
cal bottleneck”. 

The tobacco industry is 
financing some of the diver- 
sification. It is providing 
Ynlbn of the YnLGbn needed 
to fund an International hor- 
ticultural exhibition in 1999. 
which will promote the prov- 
ince as China's future florist. 

Yunnan is also amUrig to 
attract foreign investment 
Investors in bio-resource 
industries will be offered a 
two-year tax holiday and a 
further three years at 50 per 
cent income tax rates, as 
well as access to favourable 
loans from, local banks. 

The province has given 
itself 15 years to establish 
the alternative economy - 
and it probably has time on 
its side. Mr Yang Jikang. at 
the Yunnan Planning Com- 
mission, believes the tobacco 
industry can be relied an for 
another 20 years. 

“But we still have only 
one pillar industry,” he adds. 
“The government has 
Started fi ghting smoking so, 

in the long term, the indus- 
try faces problems.” 

James Harding 


Iraq talks fail 
to stop oil rise 


MARKETS REPORT 


By Robert Corzine, Susanna 
Voyle and ABson Maitland 

Oil prices continued to edge 
upwards yesterday in spite 
of reports of progress in 
negotiations between the UN 
and Iraq on a new humani- 
tarian aid distribution plan. 
Agreement on a new plan is 
a pre-requisite to the 
resumption of Iraqi oil 
exports, the timing of which 
is now the biggest single fac- 
tor affecting world crude 
prices. 

The price of Brent Blend 
for August delivery was 
quoted at around $18.76 a 
barrel in late London trading 
yesterday. On Monday the 
Brent settlement price was 
$18.51 a barrel, 33 cents up 
on the day. The rise on Mon- 
day was attributed to grow- 
ing doubts that Iraq would 
be able to resume exports 
before August. 

Yesterday, however, UN 
officials said *an«t in Bagh- 
dad on a new aid distribu- 
tion plan were going 
“smoothly," with the possi- 
bility of an agreement by the 
weekend. The plan would 
still have to be approved by 
Mr Kofi. Annan, the UN sec- 
retary general, before it 
could be implemented. 

Iraq, which is allowed to 
sell $2bn over six months, 
wanted to renegotiate the 
aid plan because of the slow 
pace of delivery of food and 


other humanitarian supplies 
in the first phase of the oil- 
for-food programme. 

On the London Metal 
Exchange zinc continued its 
recent “bull" run - reaching 
a fresh 6%-year high after a 
960-tonne drop in warehouse 
stocks. The metal - which is 
used to galvanise steel and is 
alloyed with copper to make 
brass - has been underpin- 
ned this year by technical 
buying, supported by falling 
inventory levels that hint at 
a supply-demand deficit for 
1997. That has lured specula- 
tive money into the markets, 
fueling the rally. The three- 
month price ended the day 
at $1,436 a tonne. 

The sugar supply-demand 
balance is likely to be tighter 
in the 1997-98 season largely 
because of a much lower 
crop in India, the largest 
producing country, accord- 
ing to E. D. & F. Man, the 
commodity brokers. 

In its latest sugar report, 
Man says the tighter supply 
situation following three 
years of surpluses is backed 
by signs that disgruntled 
Indian farmers have planted 
much less land because of 
late payments for their cane. 

The prospect of a tighter 
sugar season helped support 
the market White fixtures In 
London were little changed 
yesterday. In New York, 
October raws were at 1L23 
cents a pound in afternoon 
trade compared with Mon- 
day’s closing 11.19 cents. 


Shortfall 
in US 
boosts 
almonds 

By Alison Molttamd 

Almond prices have shot up 
in the past few days after 
detailed estimates of the 
important Californian crop 
showed a big shortfall com- 
pared with market expecta- 
tions. 

The new crop price for 
shelled almonds, Important 
Ingredients in chocolate and 
cakes as well as nut packs, 
jumped by nearly IS per 
cent to $450 per 100 kg over 
the weekend. 

Yesterday prices eased 
back to $430 per 100 kg for 
August shipments, but still 
well up on last week. 

California is the world's 
biggest grower of almonds, 
producing more than two- 
thirds of world supplies of 
about 960m pounds, said Mr 
Bill HacOow. trading direc- 
tor of C.G. Hacking and 
Sons, the London nut .trad- 
ers. 

Two successive bad har- 
vests had forced up prices to 
more than $600 for the cur- 
rent crop. 

But they have fallen since 
March on expectations of a 
much larger new crop from 
California. 

Some traders had been 
hoping it would exceed the 
710m pounds estimated in 
May. 

So when a detailed inves- 
tigation led to predictions 
last week of smaller nuts 
and an overall crop weigh- 
ing 680m pounds, there was 
a scramble to buy. 

Mr Hadlow said the 80m 
pound shortfall did not rep- 
resent a disaster. “It's still a 
very good crop.” 

The rise in almond prices 
comes at a time when hazel- 
nut prices are high because 
of stockpiling by Turkey, 
the biggest producer, and as 
peanut traders rely on a 
good US crop this summer 
to make up for a shortage of 
Chinese exports - which has 
pushed prices up. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 

■ ALUMINIUM, 88.7 PURITY (S par Donne) 


Precious Metals continued 


Cash 

CkJ90 1585-86 1 

Previous 1588J5-9.5 1 

Hlgh/tow 16 

AM Official 1574-5 15 

Kart) dose IE 

Open Irrt. 287.330 

Total daily turnover 68.939 

■ ALUMINIUM ALLOY (5 per tonne) 


3 rnttw 
1807-08 
1590-01 
1610/1597 
1596.5-7.5 
1805-05.5 


Ctofw 1 

Previous 1 

High/low 

AM Official i 

Karp dose 
Open frit 
Total daBy ftxnow 
■ LEAP (Spar tonne) 


Close 828-27 

Previous 614.5-5.5 

Hlgh/tow 

AM Official 821-1.5 

Kart) dose 

Open in. 35.058 

Total daBy tunover 14,568 
■ MCKEL (S per tonne) 


1420-30 145040 

1425-35 1450-80 

1455/1445 
1415-8 1445-50 

1450-55 

5,250 

2.370 


Close 
Previous 
rtgh/tow 
AM Official 
Karp dose 
Open lot 


6820-30 6830-40 

6750-60 6880-65 

6870/6880 
0750-60 6875-80 

8935-40 

53,658 



Sett 

D*ta 



Opaa 


price chenga High 

tat 

Vd U 

Jot 

334.0 

-X2 

_ 


3 

Aug 

335-1 

-02 

33X8 

3345 30.425 100k 

Oct 

337.4 

+05 

33X2 

337.J 

396 X463 

Due 

339.7 

+20 

3405 

3395 

5.5Z7 30,778 

Feb 

342.0 

+25 

342.6 

341.6 

732 9.133 

Apr 


+15 

34X2 

3477 

70 4,753 

ToM 





375601945*1 

■ PLATINUM NYMEX (50 Troy oz4 S/troy Ot) 

Jta 

42X9 

+5.1 

42X0 

4215 

738 25Z> 

Od 

4119 

-05 

422.0 

4105 

1,997 11591 

Jm 

4035 

-19 

4112 

411 0 

87 1.739 

Apr 

4035 

-19 

4045 

404.0 

2 130 

Total 





1741 1X782 

■ PALLADIUM NYMEX (100 Tray at Wray ax) 

Sra 

17X30 

+150 18350 17X00 

288 5519 

Doc 

18X30 

+1.40 17X00 17X00 

53 755 

Jan 

169.00 

+0.90 

- 

- 

31 105 

Total 





341 8579 

■ SILVER COAEX (5500 Troy at; Cants/buy ozj 

Jul 

463.3 

+35 

4660 

4625 

1004 1480 

Sat 

4675 

+3.0 

4710 

46X0 2X075 5X498 

Doc 

474.7 

+10 

4775 

4715 

2.436 11924 

Jaa 

47X6 

+10 

- 

- 

18 

Mar 

481.6 

+10 

4835 

47X5 

107 XB75 

May 

4855 

+30 

485.0 

4810 

1 2537 

Total 





31709 91,277 


GRAINS AND OIL SEEDS SOFTS 

■ WHEAT UFFE [100 tomes: E per tonne) ■ COCOA UFFE (10 tonnes; E/tonne) 

Soft Day's Open Sett Bay's 

price change High lew Hot iat pries chugs Mgb Low Voi 

M 8350 +100 8350 8350 9 238 M 1141 +8 1148 1135 388 

Sap 84.40 +XB5 - - - 177 Sap 1158 *8 1170 1150 1370 

■0* 86.55 +0.65 87.00 8573 188 3.780 Dec 1183 4-14 1175 1153 2A10 

Jan 88.85 +055 88.75 87.75 84 1337 Mar 1175 +17 1186 1162 2359 

■tor 9030 +030 - 89.75 65 067 Hay 1187 +16 1196 1177 712 

May 9230 +030 91.75 91.75 14 568 Jol 1199 +17 1212 1194 286 

Tom 275 7,96 Total 10*19 

■ WHEAT C8T (S.OOOhu run; centa/BQfc txsheQ ■ COCOA CSCE (10 tonnes; S/tonnes) 


San Dapta 
pries rhangi 
1141 +1 
1158 +4 


*» Opaa 

pa Htgb Low 1M tat 

+9 1149 1135 366 7338 
+8 1170 1150 3370 35386 


Jol 1141 +9 1149 1135 368 7338 

Sap 1158 +9 1170 1150 3370 35386 

Dee 1183 +14 1175 1153 2310 34329 

Mar 1175 +17 1186 1162 2359 43,585 

Hay 1187 +16 1196 1177 71218398 
Jot 1199 +17 1212 1194 288 5366 


MEAT AND LIVESTOCK 

■ UVE CATTLE CMEWOOOtoK pemarttaQ 

SM Day's Opaa 

Pries change Mgb law (M U 
Aug 64325+0.175 64.750 84300 8362 43332 
Oct 67375 - 87300 67350 4,122 24352 

DSC 70.775-0375 70300 70350 3305 14396 
Mi 713Z5-Q.100 72.100 71350 1316 6382 

Apr 73350-0.175 74325 73375 529 3.180 

Ju 70.100 - 70.100 69300 193 1381 

Total 17357 84377 

■ LEAN HOGS CME [4O,0fMbs; csMB/too) 


Jd 

32250 

-1.25 32X00 32250 

8503 

7510 

M 

1058 

-26 

1704 

1658 

33 148 

JO 

83550-1525 84.400 83525 3,418 

X482 

Sbp 

33150 

-0.75 33X00 33050 15,773 3X525 

Sap 

1685 

-28 

1735 

1878 4581 3X210 

Aug 

81.350-0500 82500 81.100 

985 

11,701 

Dec 

344.00 

-155 34850 34150 

X524 31581 

Dec 

1730 

-28 

1777 

1726 

880 21564 

Oct 

717D0+X200 74500 73.800 

170 

7,004 

Mar 

35250 

- 35X50 35150 

680 

4,763 

Mar 

1760 

-25 

1803 

1780 

355 22535 

Dae 

7X300+0.725 70500 7X000 

53 

4587 

■w 

35X50 

-05 354.00 350X0 

45 

383 

Nay 

1780 

-21 

1815 

1798 

230 B578 

Fan 

88500 +X 425 8X250 6X400 

10 

2585 

Jd 

35850 

+15 35X00 34850 

160 

2507 

JN 

1798 

-20 

1827 

1822 

2 861 


64500-0.100 65500 84575 

11 

1.133 

TeM 



31,885 8X399 

Total 





8577107516 

Total 


45*7 

35584 


ToM daly tomowr 18353 
■ TM CS per tonne) 


Close 
Previous 
Hlgh/tow 
AM Official 
Keit> dose 
Open tot. 


5490-500 5543-48 

5520-30 5570-80 

5570/5525 
5485-00 5535-40 

5535-40 

13,724 


ToM daly tumow 3,178 
■ ZINC, spectat high grade (S per tonne) 


Ctosa 

143X5-39.5 

14405-41.5 

Previous 

1414-5 

1419.5-205 

Hlgh/tow 


144271414 

AM Official 

1415-8 

1425-8 

Kerb dose 


1435-37 

Open tot 

96.854 


Total Paly turnover 

375TO 


■ COPPER, grade A (3 per tonne) 

One 

2537-42 

2404-05 

Previous 

2564-9 

2421-2 

MsJVtaw 

2523 

2430/2383 

AM Official 

2522-23 

23965-75 


ENERGY 

■ CRUDE OO. NYMEX p.000 barrels. S/borrel) 

Latest Days Opaa 

pries ohuge Mgb Low 1M tat 

AhO 20.13 +033 20.15 19.79 37318 95,1 M 

Sap 20.08 +0.24 20.14 1934 1X1Z7 92373 

Oct 2036 +015 2039 1887 5.048 30.863 

■ov 20.05 +011 20.05 19.92 2345 18368 

Dae 20.04 +4.07 20.07 19.97 4300 39.232 

Jaa 20.05 +0.05 20.09 2000 1336 10345 

Total 8959387312 

■ CRUDE CML IPE (S/barrafl 

Latest Days Opaa 

price donga Ugh law vcl M 

Abb 18.72 +031 18.78 18.54 23,604 88.731 

Sra 18.75 +4.15 1830 1065 18384 44367 

Oct iaB1 +0.10 1835 18.70 5383 14.063 

Mo* 1X85 +038 1832 78.77 1,858 10299 

Dec 18.90 +407 1836 1830 1382 18376 

Jan 1839 +036 1836 18.83 1,724 8366 

Total ata nta 

■ HEATMG OIL NVWEX (43300 US grita; c/US gate.) 


■ MAIZE C6T <5300 bu min; osda/58to boshal) 

Jd 24335 -4.75 247.75 243.00 24,068 35,700 

Sap 23330 -5 237.50 23250 22515 57370 

OK 232.75 -53 237.75 23225 51,285142.102 
Mar 24030 -55 24830 240.25 3,723 22371 

May 24630 -5.25 249.75 24830 854 2.774 

Jtf 248.75 -825 25330 24930 499 6378 

Total 103,181 272318 

■ BARLEY UFFE |100 tonnes; E per norma) 

Sap 8230 +030 - - - 34 

Ho* 84.25 +0.40 84JS 8425 17 1,183 

Jan 8625 +4.40 - - 15 180 

Mar 8825 +440 15 

May 89.65 +040 4 

Total 17 1398 

■ SOYABEANS 00 |5J0aai mg caataWW tofrti) 

M 73230 -38 77S30 71330 14379 14370 

Aug 68130 -3725 72230 67530 20347 33323 

Sap 81230 -32 842.00 81000 3376 1137B 

Ho* 58830 -28 61130 58500 21,787 60.421 

Jan 58430 -2725 616.00 580.00 1.773 10.740 

Mar 60050 -2825 621.00 BOOOO 320 2/61 

Total 64390 137309 

■ SOYABEAN OIL CBT jSO.OOOIbs: cmts/lb) 


■ Otxmq(XX»)|SOffsftemto) 

Jra 30 Rico PrnT. day 

My 130930 130031 

■ COFFEE UFFE {5 tomes Stating) 


JM 

1791 

+26 

1835 

1765 647 1465 

S«P 

1622 

+25 

I860 

1800 1697 24595 

!fc» 

1806 

+26 

1850 

1790 1523 12,088 

Jm 

1770 

+30 

1810 

1748 257 3592 

M* 

1740 

+25 

1780 

1723 114 820 

Nay 

Total 

1730 

+25 

- 

- - 53 

1048 44515 


Kerb dose 

Open tot 153,025 

Total daily tunover 59338 

■ LME AM Offlchri E/S rate: 13841 

LME Oostofl PS ratac 13505 

Spot 1JSB4 3rtbs 1.6839 6 oris 13483 9 BIKE 13442 

■ HIGH (MADE COPPER (COMEX) 

Sett Day's Open 

prica rtura ge Ugh Low Yd Iat 

Jd 11X15 -130 11330 11120 1,140 7, Ml 

Aag 11075 -130 11X70 11030 74 2358 

Sap 11005 -2-10 11X45 10930 1137 22345 


Latest Days 
prim change Ugh 

5430 +OGS 54.70 
55.05 +0.65 5520 
55 85 +035 56.00 
5635 +OSS 58.75 
5735 +0.80 5730 
5730 +030 5730 


Low Vd tat 
5X80 14385 40684 
5440 2395 19.466 
5530 X997 10709 
56.40 1382 12.770 
57.10 137515229 
57.60 505 12.755 

41343144390 


Oct 10835 -2J0 11025 11025 12 1287 

Hov 10725 -210 109.00 109.00 <3 1206 

Dec 10635 -ZOO 10730 10830 325 8,758 

Total 4,719 49309 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

prices auppsed by N M RothschAd) 

GofefrTroy oz) S price £ equN SFr eqtav 

Close 33X40-33330 

Opening 33X7D43430 

Momtog fix 333.80 200341 48X124 

Afternoon flx 333.70 201325 487302 

Pay's High 3343033430 

Day’s Low 33X10-33X40 

Premia dose 33430X3430 

Loco Ldn Mean Gold Lending Rates (Vs USS) 

1 month 4.07 6 months — -4-Ofl 

2 months .4.08 12 months —.-4.12 


■ QA8 OIL IPE (Stenoa) 

Sdt Day's Opaa 

price ctaaga Mgh Law Vd ht 

Jd 167.75 *230 167.75 16630 8213 16304 

Aug 18925 +X75 16925 16725 4,103 15,856 

Sap 17X75 +330 17030 16X75 1342 ftB12 

Oct 17X25 +X75 17X25 17X75 549 7319 

Km 17430 +X75 17X25 17325 370 4,762 

Dec 17530 +3.00 17550 17425 1313 9.488 

Total 1X330 71,775 

■ NATURAL CAS MYMEX [10300 tan8aL; S/nwBtnJ 

Latest Day's Open 

price daags Hgft Low Vd tat 

tag X13S -O-0O4 2150 2120 XI 60 38.112 

Sap 2135 -0.001 2150 2125 1,445 21353 

Oct 2145-0.011 2160 2140 1.414 22782 

MOV 2275 -0006 2285 2270 737 1X414 

Dee 2410 -0001 2420 2400 631 14268 

Jan 2450 -0301 2480 2445 <41 14377 

TetW 12*6510X481 

■ UNLEADED GASOLINE 
HYMEX (42000 US galta; c/US pattej 


JM 

21.42 

-057 

2150 

2137 

X551 7,186 

Aug 

21.58 

-X37 

2154 

2150 12508 27,475 

sap 

21.73 

-029 

2255 

21.72 

2543 11303 

Oct 

21.78 

-055 

22.08 

21.78 

1000 14,406 

Dac 

2151 

-029 

22.15 

2155 

X653 40J05 

Jan 

22.03 

-0.1B 

225S 

22.00 

831 4.166 

Total 





3X571 11158 

■ SOYABEAN MEAL CBT (100 tons; &/ton) 

JM 

2442 

-118 

2592 

2435 

7,720 11758 

Aug 

222.1 

-111 

23X0 

MTI) 

1608 23581 

Sap 

2065 

-10.4 

2175 

2045 

2557 14526 

Oct 

1975 

-14 

2075 

1910 

3212 13505 

Dbg 

1913 

-X3 

20X5 

1875 10,125 3XB35 

Jan 

18X8 

-0 

19X0 

18X5 

889 3547 

Total 





36573 1BXB1 

■ POTATOES UFFE (20 tonnes C per tonne) 

He* 

3X0 

_ 

- 

_ 

9 

Ntar 

6X0 

+10 

— 

- 

_ _ 

Apr 

695 

+1.0 

TOO 

BTJQ 

65 811 

May 

800 

♦15 

- 

- 

2 

Jm 

905 

♦1.0 

- 

- 

_ _ 

Total 





68 88 

■ FREIGHT (BIFFEXI UFFE {310/rxkw point) 

JM 

1274 

-18 

1295 

1270 

28 1,282 

Aug 

1220 

-34 

1220 

1220 

8 801 

Oct 

1384 

-35 

1415 

1385 

23 918 

Jan 

1415 

-5 

1420 

1420 

- 122 

AW 

1400 

- 

- 

- 


Total 

Chau 

Cm 



73 2526 

BR 

1325 

1320 





3 months 

._458 



price change Mgh 

Low 

Hal K 

SBver Fbt 

p/troy oz. 

US eta equh. 

Aag 

58.70 

+X58 

5X00 

EX10 17,690 3X419 

Spot 

27X15 

464.50 

sap 

5X00 

+050 

58 30 

5750 

1,881 10,744 

3 months 

28115 

46X95 

Oct 

5X85 

+0.40 

57.00 

5X80 

791 74312 

S month© 

28750 

475.00 

He* 

5X20 

+029 

SX20 

5X10 

50 2.406 

1 year 

295.75 

487.10 

dee 

55.90 

+035 

5X25 

5X00 

243 X574 

Gold Coin© 

S price 

£ eqMv. 

Jaa 

5X20 

- 

5X35 

tttyn 

35 1718 

Krugerrand 

334-336 

201-203 

Ittal 





360) 71250 

Maple Leaf 

- 

- 







Maw Sovereign 

78-Si 

47-48 








FUTURES DATA 

AS futums data sLpptied by CMS. 


Minor metals 

European bee market. tram Metal BuBeetn. 
S par to to warehouse, unless otherwise 
stated (test week's In brackets, where 
changed). Antimony: 99.65%, S per tonne, 
1380-2060 (2000-2140). Bismuth: min. 
883956. tonne tots 3.70-335 (3.80-3.85). 
Cadmium: into. 99.95%, cents a pound, 
50304030. Coterie MB free market, mto. 
99316. 2200-23.00: min. 9X396. 1635- 
19.60 (18.75-19.50). Mercury: min. 
99.99%. S per 76 lb Bank. 150-180 
(153-163). Molybdenum: dmmned mdyb- 
die oxide, 430-430. SMentoiw min 
99.5%, 1.90-290 (1.90-2.60). Tungaten 
ore: standard min. 65%. 3 per tonne txitt 
a Oka) WO* df, 45-65. Vanedhen: min. 
98%. OF. 330-295 <3.80-335). Unnkmc 
Nuacco u nrestri ct ed exchange value, 1030 
H025). 


■ COFFEE tr CSCE {373000»: canta/toa) 

Jd 19X50 +4.10 20X00 18X50 52 743 

Sap 17525 +285 18450 17X00 2751 11,005 

Dec 15435 +145 18230 15250 407 5348 

Mir 14X25 +240 14X85 14X00 89 2,358 

May 13X75 +22S 14200 13730 82 923 

3d 13X75 +250 13630 13X50 4 259 

Total 2283 2X5M 

■ COfTg (ICQ) (US oanta/pouncp 

Jaa 30 Piw. day 

Comp. Italy 13X77 14038 

15 day average 147.11 14X31 

■ WFHTE SUGAR UFFE [50 tonnes; S/tonne) 

/tag 3213 +X7 3214 3213 838 11,245 

Oat 3172 +X9 31X1 31X4 884 7,709 

Deo 3153 +03 3163 3145 467 4255 

Mar 31X2 +13 3163 314 3 107 4109 

May 3147 +03 - - - 956 

Um 3115 +1.1 - - - 638 

TOM 2396 2X896 

■ SUGAR 11' CSCE pl2JP0fcs; cenm/tos) 

Od 1134 +035 11.40 1131 7367 34.790 

Iter 1131 +036 11.40 1135 2347 39304 

May 1132 +0.08 1138 11-18 274 X717 

Jd 11.12 +036 11.18 11.11 43 3338 

Oct 1138 +X10 11.06 1X97 62 1,193 

Mar 1X99 +X10 1078 1X78 10 686 

Total 1X781150313 

■ COTTON NVCE (SOJlOOfce; cents/tos) 

3d 7335 -0.15 7337 7110 85 312 

Oct 7X10 -032 7X60 7835 872 11,481 

Dae 7633 -079 7735 7X78 4329 41,387 

Star 7X00 -032 7X50 7736 991 7341 

May 7834 -036 7835 7833 12 1460 

Jd 7X10 -ft 05 7X00 7880 25 BB1 

Total 0413 8X181 

■ ORANGE JUICE NYCE (ISflOOfcs; cema/toa) 

Jd 7X75 +130 7425 7230 2,185 2395 

Sip 7530 -050 7X50 7X65 1387 18368 

Ho 7830 -040 7930 7855 274 8358 

Jan 81.73 -055 8235 8130 115 2457 

Mar 8465 -035 8530 8530 34 1525 

Hay 8755 -0.15 B&0O 8X00 1 320 

hid 4458 SUM 


VOLUME DATA 

Open Interest end Volume data shown tor 
contracts traded on COMBC NYMEX. CBT. 
NYCE CME CSCE end IPE Crude OO are 
one day in arreare. Volume & Open Interest 
Mate are tor aM t raded months. 

INDICES 

m Reuters (Base: 1879/3+ - 100) 

J*4 2 Jd1 month ago year ago 
1931 .6 193X5 2007.0 200X8 

■ CRB Rniurae [Base: 1967 a 100) 


■ PORK BBJJES CME {40.0008)8; canta/taeft 

Jd 84575-0550 87.400 8X700 118 1402 

Aag 84300-0275 87300 82375 248 1154 

Feb 73500+0350 7X950 00550 28 556 

Mar 71500+1500 73300 72500 3 16 

Jd 75500+1300 3 2 

Total 397 8,140 

LONDON TRADED OPTIONS 

StrOce price S tonne — Cals — — Puts — 

■ ALUMINIUM 

(99.7%) LME Aug New Aug Nov 

1575 63 77 21 35 

1000 38 63 31 46 

1625 27 51 45 56 

■ COPPER 

(Cbade A) LME Aug Nov Aug Nov 

2300 181 144 20 00 

2400 83 01 52 108 

2500 47 54 105 187 

■ COFFEE UFFE Jut Sep Jul Sep 

1750 313 187 278 115 

1800 292 185 307 143 

1850 272 14B 337 173 

■ COCOA UFFE Jul Sep Jid Sep 

1100 8 85 8 27 

1125 1 71 28 38 

1150 57 52 49 

■ BRENT CRUDE 

IPE Aug Sep Aug Sep 

1850 49 88 30 63 

1800 28 59 - - 

1850 10 

LONDON SPOT MARKETS 

■ CRtgEOB.FOB(perbdrW) +or- 

Oubal SI 7.48-756 +0.105 

Brant Band (dated) SI 6.65-8.68 +0.450 

Brent Hand (Aug) S18.70-B.71 +0350 

W.TJ. S2038-038W +0460 

■ OB. PRODUCTS HW£ prompt defray OF (tana) 



CROSSWORD 

No. 9,416 Set by ADAMANT 



Premium Gasoine 
Gas 08 
Heavy Fuel OB 
Naphtha 


Si 93-195 
S169-T71 
ST9-81 
S172-174 


Jul 1 

Jun 30 month eg© 

year egg 

23942 

239.33 



■ GSC1 Spot (Bean: 1070 

= 1001 


Jol 1 

Jun SO month ago 

roar ago 

rVa 

184.17 

n/a 

rVa 

f WABBHOUMI STOCKS (loan— 1 

Atomtotun 

-975 

to 

67X850 

ffimnuii aBoy -120 

to 

5X440 

CTppur 

+3,1 » 

to 

12X325 

Lead 

+4» 

to 

11X500 

Mehta 

-W 

ta 

5X284 

Ztno 

-350 

u 

*23.100 

Vn 

-70 

to 

11,685 



- 



Jet fuel 

SI 84-106 

+3 

Diesel 

*173-175 

+X5 

■ NATURAL QAS (Pencerihenn) 


Bacton (Aug) 

9.10-930 


ANroteum Agu*. Tat London fimj 3S9 0702 

IPE (Aug) 

X225 

-CUSS 

HI OTHER 



Octal (per troy ez)X 

3334.65 

+0.10 

SBver (per troy azfe 

4XXOOC 

+1.00 

Ptaanum (per boy oz.) 

§43800 

+6.00 

Paiadfcrn (per troy azj 

>196.00 

+4.00 

Capper 

118.0c 


Lead (US prod.) 

4X00c 


Tin (Kuda Lumpuft 

13.09r 


Tin (New York) 

oca c 

-1D0 

Cattle (Dve weight) 

95.77p 

+1.79* 

Sheep (Ive weight] 

11&4Sp 

-1.71* 

Pigs (Dve wtaghftT 

83 nap 

■029* 

Lon. day auger (raw) 

SZ70.40 

+1.60 

Lon, day sugar (tote) 


+1X0 

Bailey (Eng- toed) 

Unq 


Mate (US No3 YaSow) 

£10940 


Wheat XIS Dak Norm) 

Unq 


Rubber (AugW 

0S.75p 


Rubber (SedY 

8X75p 


Rubber (KLRSSNol) 

ZS7Mx 

-4X 

Coconut Oi (PhSjS 

660. Oy 

-5.0 

Pafcn d (MalayJS 

B17Jw 

-541 

Capra PPHUS 

S415.0y 

-54) 

Soyabeans (US) 

1924) 

-4,0 

Cotton Outtodk'A' Indn 

SiJoc 


Wcnltopa (64s Super) 

A24p 



ritaggite nMfepn carts/kg. a Hig. • 44 fUadoe 
PhystaaL § OF Dottantam. * BuSon maut OOM. - 
Chsnga on wwfc tested *i 021S head d pga odd. 


ACROSS 

1 Abscond to the Middle East 
(6) 

4 Fifty one in complaint to 
trust (6) 

8 Anonymous peacekeepers 
at this moment entering 
outskirts of Kowloon (7) 

9 Turn down last month's 
goods (7) 

11 When I go, auntie's plan 
collapses and gets really 
nasty (10) 

lfl Hypocritical nonsense 
about a series erf books (4) 

13 Want a little credit for 
adding classic greeting (5) 

14 It's grave - pine at the 
start for emergency treat- 
ment (5,3) 

16 Attended unusual secret do ■ 
(8) 

18 Soldier went back into 
vehicle for a smoke (5) 

20 Firm provided capital cover 
(4) 

21 Sideways look at Louis' 
teeth, perhaps (10) 

23 After five, it taler* a minute 
to manufacture a nutri- 
tional element (7) 

24 Some thick or yellow wood 
(7) 

25 Gives a salacious dig at 
artistic models who take 
Goethe Initially to heart (6) 

26 Caught in New York after 
period at business (6) 

DOWN 

i Left another nine sheets (5) 


2 In Virginia, an evil taste (7) 

3 Fresh and wise, the conser- 
vationists have a publicity 
distributor (9) 

5 On one's feet before the 
court (5) 

6 Till relocated around here 
in France it's outside the 
law (7) 

7 Is the backer the follow in 

Mandela's party? That's 
right! (9) ^ 

10 American lawyer slid on, 
mnring up with flowers (9) 

18 Guardian may give a dis- 
count (9) 

15 Calculating judgment (9) 

17 Casual worker taking a hol- 
iday first? (34) 

19 After midnight, the girl s 
family were in a pickle (7) 

21 Spear a second fish (5) 

22 Loiter on pitch and track 
(5) 

Solution 9,415 


raasmanraEi csbsbed 
a a a a □ a on 
Htnsaa nEDHorannEg 
a □ h s a h ae 
□□nananaH noosn 
a a s n b a n 
nnaana onraESHB 
0 o o a m 0 
araannas EnDHB0 
□ a □ □ s @ ta 
300013 naraonniSEiB 
LiaQaQDOE 
iisnoHauHa 110000 
0 0 0BB00D 
□nacjcsa saumcioEis 
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FINANCIAL TIMES WEDNESDAY JULA - IW 


LONDON STOCK EXCHANGE 


Budget optimism sees Footsie surge 2.7% 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

A mid-moming burst of takeover- 
merger speculation in the banks 
and insurance sectors plus a 
sparkling showing by the utilities 
fuelled a spectacular eve-of- 
Budget performance by UK 
shares. 

Adding spice to a resurgence of 
confidence in equities was a late 
story that the first Budget under 
the new Labour government 
might not. after all, include the 
abolition of the tax credit Tor div- 
idend payments. Reports that Mr 
Gordon Brown, the chancellor. 


would abolish the tax credit at a 
stroke were behind the UK mar- 
ket's steep decline which 
extended to 4.3 per cent over six 
trading sessions in the middle of 
June. A surge on Wall Street, 
after the NAPM survey, added to 
the genera] euphoria in the Lon- 
don market. 

The recent bid talk surround- 
ing the banks, and National 
Westminster in particular, 
reached new peaks of intensity 
yesterday, driving the shares up 
almost five per cent at one stage 
and triggering a sequence of 
backwardations, where bid and 
offer prices are reversed because 
of the frantic pace of trading in 
the stock. 


Potential bid-merger partners 
for NatWest tripped off dealers' 
tongues, but the favourite to 
emerge as an eventual partner 
Tor the bank remained Abbey 
National, which was involved in 
merger talks with NatWest ear- 
lier this year. 

Takeover rumours also encom- 
passed the insurance arena, with 
Commercial Union spearheading 
the sector amid suggestions that 
BATs may be about to bid for the 
company. 

Banks, insurances and utilities 
occupied seven of tbe top teD 
places in the FTSE 100 perfor- 
mance table while utilitie s fea - 
tured prominently in tbe FTSE 
250. 


Sustained mostly by the power- 
ful performances in those areas, 
but also by an acute squeeze on 
marketmakers 1 short positions, 
the FTSE 100 jumped 123.7. or 2.7 
per rent, to 4.728.3. 

The heavy gains in the leaders 
did not fully filter through the 
market's second-liners and small- 
cap stocks, which were again 
hurt by the continued strength of 
sterling. 

The Bank of England’s sterling 
index rose to 1(0.4. before easing 
to 101.7 at the close. 

Big exporters, including many 
of the top engineering companies, 
such as Lucas Varity, GKN, TI 
and Wolseley, were among the 
underperformers in tbe FTSE 100. 


while IML McKechnie and Laird 
Group were among the fncnairtps 
in the FTSE 250. 

But tbe latter managed a 21.3 
improvement to <M525. sustained 
by its utilities components and 
big rises in Eurotunnel and 
Amersham. the latter after the 
surprise merger with Nycomed of 
Norway. 

The FTSE SmallCap index 
moved in a narrow range, edging 
ap towards the dose and finish- 
ing the day 0.4 higher at 2.225.6. 

The mid-morning upsurge in 
share prices was in sharp con- 
trast with a subdued opening In 
London. Turnover In equities was 
a disappointing 792.1m shares at 
the 6pm reading. 


FTSE An-Stiare lndex 

2.300 — r- — -- - ■- 


2860 : 

r*\ i 

m 



T.-. 



™ 00 May 

Jun-. 

JU 

SCMC4-G>M ! . 

199 T 

- - - - 

IndieM and ratloa 


FTSE TOO 

47288 

+123.7 

FTSE 250 

4452.5 

+218 

FTSE 350 

22788 

508 

FTSE Ail-Share 

2230.43 

+4551 

FTSE AD-Shva yiaW 

3.48 

3.56 

Best performing lactofr 

\ Water - 

._.+A.8 

2 Gas Distribution _ 



....+4.5 

....+48 

4 Banks Retail 


_.+4.1 

5 Electricity 

rararaNM.ro.. 

....+3.4 


Equity shares traded. 
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PT 30 3038.60 

FTSE Non-Fins p/e 18.S4 
FTSElOOFut Sep 4739.0 +' 

10 yf Gilt yield 7.06 

long gilt/equity ytd raJio 7.06 

Worst performing eectora 

n Engineering- veheies 

a Media 

3 BuUding Mats - 

4 Distributors 

5 Engineering 


in banks 


By Peter John and 
Martin Brice 

Bank stocks led the way 
forward in the Footsie's big 
gest one-day points rise 
since the Conservative gen- 
eral election victory in 1992. 

The largest constituent in 
the market - they represent 
around a fifth of the FTSE 
All Share index - they were 
the obvious choice for deal- 
ers desperate to get liquidity 
in what was very much a 
marketmakers" market. 

But bank traders found 
themselves under savage 
pressure in a severe squeeze 
that began on the deriva- 
tives pitches. 

There were substantial 
short positions in traded 
options and attempts to 
close these down ahead of 
the Budget led to a rush of 
arbitraging and basket trad- 
ing. 

Because of the heavy mar- 
ket weighting, banks always 
form a large proportion of 
any stock basket. At the 
same time, the prospect of 
National Westminster 
receiving a bid approach was 
revisited and the squeeze 
intensified. 

Talk of a possible bidder 
focused on Barclays as well 
as Commerzbank of Ger- 
many. 

NatWest and Barclays 
raced higher and the rest of 
the sector played catch up. 


Also, Lloyds TSB was helped 
by a well-timed forecast 
upgrade from Credit Lyon- 
nais I -ling 

Commenting on tbe 
moves, one senior sales 
trader said: "Nobody really 
expected this move to take 
place. The whole sector went 
crazy. If you had any size- 
able order you just couldn’t 
get a price for it." 

Uoyds at the top 

By tbe close, Lloyds was 
up at tbe top of the Footsie 
with a rise of 39V* to 655 V»p. 
It was followed by Bank of 
Scotland rising 22 to 406p, 
NatWest 42 to S497»p, HSBC 
86 to £19.34*4 in the ordi- 
naries and Barclays 37 to 
£12.29. 

The re-rating of the utili- 
ties gathered pace as the 
market became increasingly 
convinced that £5bn was the 
ceiling for the government's 
proposed tax on windfall 
profits. 

But sharp rises, particu- 
larly among water stocks, 
were accompanied by low 
volumes and were said prin- 
cipally to reflect marketma- 
ker-to-marketmaker activity. 

For example, Wessex 
Water rose 7.5 per cent to 
hover around the top of the 
FTSE 250. But the shares 
jumped 30% to 434p with 
only 550,000 c hang in g hands. 
It was closely followed by 
Yorkshire Water, which 
added 28 at 418%p with turn- 
over of 1.6m shares, and 
Anglian, 44 to 695!4p with 
1.4m shares. 

Electricity issues achieved 
marginally more fundamen- 
tal buying as investors 
sought out companies with 


strong balance sheets that 
would easily resist windfall 
impositions. National Grid 
gained 13% to 233p. 

BG. another sizeable wind- 
fall tax candidate, lifted 12 to 
233p after recent weakness. 
Paribas issued a note which 
argued that the two big US 
credit ratings agencies, S&P 
and Moody's, might be 
expected to upgrade their 
ratings now that regulatory 
worries are out in the open. 

Exporters suffer 

The continued strength of 
sterling weighed heavily on 
companies with exposure to 
exports, particularly engi- 
neering stocks. 

Traders said the severe 
movements yesterday were a 
reaction to data released on 
Monday that increased the 
likelihood of an Interest rate 
rise, which would make ster- 
ling even stronger. 


Lucas Varity was second In 
the list of Footsie falters, off 
3*-c at 204'Ap. while GKN 
took third place with a fall of 
15 to £10. 19'/i and Tl was 
fifth with a 6*4 loss to 517p. 
Wolseley, which has only a 
quarter of its sales in the 
UK, shed a penny to 467% p. 

In the FTSE 250, 1MI shed 
11 to 332p, while McKechnie 
shed 6% to 416 and Laird 
Group was off 4% at 345p. 

Stiil on the currency front, 
even WPP. the marketing 
services company, was off 4 
at 242‘Ap. 

The markdown came after 
it rose a penny on Monday 
when it said at the annual 
meeting that sales were up 7 
per cent on a constant cur- 
rency basis, but due to the 
strength of sterling the 
reportable figures were 
down In the first five 
months. 

Commercial Union rose 30 
to 661 ftp on revived specula- 


Tlfera and Mb' 

52 Week ftighs and lows! 

LIRE Equity options 


Total Rises 840 

Tool Fate 637 

Same 1,597 

Total ttshs 
! Total Lows 

86 

101 

Total conceal 

Cate 

Puts 

ill 


Jul 1 "Data based on Equity shares Mod on the London Share Servios. 


THE SOUTH AFRICAN BREWERIES LIMITED 

(Irusxporaied In Ihe Republic of South Africa} Reparation No. 1 602506 
phe Conpeny") 


RESULTS OF THE CAPITALISATION SHARE AWARDS 


UAL Merchant Bank Limited Is authorised to announce that, further to the announcement published on Wednesday. 
J4 May 1997, elections tram: 

- ordinary shareholders to receive a final cash dnndend of 222 cents per oitfnary share on account of the yew 
ended 31 March 1997 were made in respect of a total ol 51 814 491 ordinary shares, resulting tn a final cash 
dividend payment of R115 028 170.02 of which, in terms of further elections made by oninary sharehcfders. 
Ri (72 890.38 was unbsed to subscribe tor 8 475 new onflnary shares in the Company at a subscription price, 
based upon the weighted average price of the Company's ordinary shares on the Johannesburg Stock 
Exchange (the JSE") for the fcwr business days ended Thursday. 26 June 1997, of R138.042961 (^weighted 
average price - ): 

- holders of the senes B automatically convertible cumulative preference shares fB convertible preference shares') 
to receive a cumulative preferential cash ctvidend of 127.5 cents per B convertible preference share on account of 
the six months ended 31 March 1997 (“the preferential cash dividencn were made in respect of a total of 
4 454 339 B converttote preference shares, resulting ri a preferential cash dividend payment of R5 7S9 659.28 of 
which, In terms of the further elections made by holders of B converttofe preference shares. Ri 846.75 was 
utBteed to stfaertoe lor 12 new ordinary shares In die Company at a subscription poce based an the weighted 
average price. 

As a result a total combined ttivtdend payment ot R121 547 901.41 (which includes those dividends uti&sed in 
subscribing for new ordrrary shares in the Conpany In terms of Ihe further elections made by oninary shareholders 
and She hoktere of the B convertible preference shares and also Includes R840 449.16 m residual cash dvkferris 
payable ri lieu of fractional entitlement to oninary shares) is due by the Company. 

Accordingly, pursuant to the capitalisation share awards and based on the weighted average price, 4 516 562 new 
ordinary shares are to be Issued to ordinary shareholders, on the basts ol 1.7046867 new ordeaiy shares for every 
100 ordinaiy shares held, which together with 8 475 oitfnary shares to be issued pursuant to the subscription ot 
shares by ordinary shareholders represents a 83.72% issue in Han ol the final cash dhrtdend and 220 845 new 
oninary shares are to be Issued to the holders of the B convertible preference shares, on the basis ol 0.9790430 
new ordinary shares for every 100 B convertible preference shares held, which together with 12 ordinary shares to 
be issued pursuant to the subscription of shares by the holders ol the B converttofe preference shares represents a 
83.32% issue in leu ot Ihe preferen c e cash dividend, making a combined total issue of 4 745 894 new ordinary 
shares. Accordingly, the number of issued ordinary shares In the share capital oi the Company has increased from 
317 115 208 ordinary shares to 321 861 102 ordinary Shares. 

Listings 

The listing of the 4 745 894 new oninary shares In the Company wff commence on the JSE and on Ihe London 
Stock Exchange from the commencement of business today. 

Posting of share certificates and dividend cheques 

Share certificates In respect of the new ordinary shares and cheques in respect ot the final cash dividend, trie 
preferential cash dividend and the residual cash cftvktend In respect ol fractional entitlements to new ordinary shares 
wiB be posted to the appficabte shareholders registered on the South Alrlcan share registers by registered and 
ordinary mafl respectively and to the applicable shareholders registered on the United Kingdom share register by 
fast class mall today. 
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By order of the Board 
A O C Tbnldnson, Group Secretary 


2 Jan Smuts Avenue 
Johannesburg 2001 

2 July 1997 



HILL SAMUEL OVERSEAS FUND 

(in liquidation) 

SFCAV 

1 1 . rue Afciringen, L-1 1 18 Luxembourg 
FLC. Luxembourg B 8.422 

HOTKE TO THE SHARBHUHB 

The shareholders are hereby informed that the Extraordinary 
General Meeting of 27 June 1997 decided to pay an interim 
liquidation dividend of USD 80 per share to the shareholders. 

Those shareholders who have already given their intention to 
reinvest In the sub-fund North American Equity of the Slcav 
Von Ernst Global Portfolio wiD receive a subscription form and 
the difference frf any) will be paid to them. 

Paying agent is: KREDIETBANK S-A. Luxembourgeoise 
43, boulevard Royal 
L-2955 Luxembourg 

By order of the Liquidator 
ABACUS S.C.. Luxembourg 


KFW International Inc. 

Norn. ITL 150.000,000,000- 
Floating Rate Notes due 1998 

Notice b hereby given that from 30 June 1997 to 30 Sc o m b er 1997 (92 days) 
ihe notes will cany an interest rale of 6.50859% per annum. Interest payable 
on 30 September 1997 will amount lo ITL 83.165 per ITL 5.0003)00 Note md 
m. 831.653 per tTL50,UXL00n Note. 

Agent Bank: Society E uro peei ui c Je Braque. SocvJti Array mu 


T o A d. v e r t i s e 
Your I, c g a I Notices 

Please c o n tact 
M e I ;ini c Mites o n 
Tel: + 4 4 0 1 7 ] 8 7 3 3 3 4 V 

Fax: +44 0171 873 3064 


broker ABN Amro Hoare 
Govett downgraded profit 
forecasts for the year to 
December, by ElOm to £l60m. 
The strength of sterling was 
cited as one reason for the 
downgrade. 

Scottish & Newcastle was 
up 11 Vs to 658p after its 
strong results on Monday, 
which prompted a series of 
brokers' notes. 

Goldman Sachs reiterated 
its “market outperform er” 
stance, but Lehman Brothers 
continued to rate the stock 
an “underperformer”. 

MFI was the biggest Caller 
in the FTSE 250 as it gave up 
6 to close at 129p after 
results at the lower end of 
expectations and a disap- 
pointing statement on cur- 
rent trading. 


FT 30 INDEX 

Jul 1 Jun 30 Jun 27 Jun 26 Jui 25 Vr ago "High ~Lnw 
FT 30 3038.6 2965.6 3003b 3014.4 29972 27362 3077 A 2668.B 

Old. dhr. yield 3.63 3.70 3.67 3.66 3.67 4.08 422 3.56 

P/E ratio net 18.30 17.95 18.07 18.12 18.07 16.16 1844 15 80 

P/E ratio rd 18.12 17.76 17.89 1744 17.88 16.07 1&45 15.71 

FT JO Wca compwn un 1*01 30774 13100197; Km 4 A 2M&U0. Bm» Obtr 1 /l/SS. 

FT 30 hourly changes 

Open 9L00 1030 11-00 1200 13JX) 1430 1530 IftOO fflgh Low 
2964.7 2967 £ 29986 30182 3010.6 3014.7 3014.1 30192 30343 30393 29763 
Jul 1 Am 30 Jun 27 .Km 26 Jun 85 Vr ago 

SEAO bargaris 53281 51330 48.352 48.450 51.094 29367 

Equty turnover (ErnTt - NA 28503 3012.7 27273 1196 4 

Equity barganef - NA 45.783 49207 42.189 32211 

Shaw traded fmQt - NA 8T8.6 744.4 809.8 4333 

tExcfcidbig kna+nariat and oversea tunovor but induing Crest twnovor. 

O FTSE bna m a ftonW bruited 1807. Ml ifea rammed. -For 1987 


■ London mari ne ! data 


tion about a possible merger 
with the insurance 
operations of BAT Industries 
and on a technical bounce 
after recent declines. BAT 
lifted 8ft to 546p. 

Badly battered BSkyB 
shed another 11 to -J29p, the 
worst performance in the 
FTSE 100. A cold collation of 
disappointing news has sent 
the shares diving more than 
27 per cent over the past 
couple of weeks. 

Amersham International 
surged 87% to £16. 82% after 
the group said it planned to 
merge with Nycomed of Nor- 
way creating a global group 
capitalised at £l-8bn. 

The health and technology 
group said it anticipated 
combined job losses of 
between 250 and 300 as a 
result of the merger. 

Glaxo Wellcome 
rebounded from recent prof- 
it-taking following strong 
general market moves in 
London and New York. The 
shares jumped 71 to E13.1L 
SmithKline Beecham, also 
heavily held by US inves- 
tors. added 44% at £11.50. 

Orange was up 5 at 203ftp 
after second-quarter sub- 
scriber figures that showed 
an increase of 86.000. up 
from an increase of 85,000 in 
the comparable period. It 
also said it had turned earn- 
ings-positlve in ApriL Pan- 
in lire Gordon recommended 
the stock. 

Eurotunnel rose 6 to 69p 
after the company's pros- 
pects of winning shareholder 
approval for Its restructur- 
ing improved sharply- 

However, one trader 
suggested the rise was over- 
done. "My assumption is 
that the market always 
thought tbe deal would be 
approved, because the alter- 
native was that the shares 
would be worth almost noth- 
ing. so this is a mysterious 
share price reaction." Never- 
theless. volumes were small. 

Among food producers. 
Hillsdown Holdings gave up 
5 to close at 164p after house 


FTSE Actuaries Share Indices 
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FUTURES AND OPTIONS 

■ FTSE 100 INDEX FUTURES pJFFE) £25 per M mtfex point <***0 

Open Son pnee Chong© *gh Low Est voJ Opon rt. 
Sep 46113 47893 *183.0 47903 46070 15378 63048 

Dee 47073 48463 *182 5 4757 0 4707 0 290 3074 

Mar 4882.5 +1B3 5 0 1 

■ FTSe 230 INDEX -FUTURES (UFFB CIO IW kiM mdo* povn 

Sep 4521.0 -rlSO 0 7108 

■ FTSE 100 INDEX OPTION flJFFB 1'46Q3 1 CIO per MB wdo* point 

4450 4500 4550 4600 4650 4700 4750 4800 
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M 180*2 39*2 US S4 Ill's 71 ‘j W: 93« 2 M» 2 I2£ « 1U|a » 133 
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Od 268 Wj 234 117*2203^ 137 172»; 157 147 183 124 21 l'j 191 240»j Htf; 2.4lj 

farf 301 136 236 174 18312226': 0< l 2 284 

CHS 1.917 Puts 1JK 

■ EURO STYLE FTSg 100 INDEX OPTION (UFFE) CIO per hi* index pou.t 

442S 447S 452S 4575 4625 467S 4725 *775 

M 198 33*2 1I0>2 45*2 tS'j 61 95 SO 104l 2 49»2 134ij 3*1 2 16& 23 2071a 

*B 2& 2 B1 MB 75b «6 93 126 112'a 180 136 7?h 1S3 »: W &} 228 

S® 255'2 77 221 92 IBBlaltB^ 189 129';132 'i151'j 108 176 ST*; 315 GS 1 - 238 

Dec 340b 109 272b <38 214 176b IBS 223 

tort 393b 131 330 183 271 l»b S8b242': 

Ms UST Puu 7.639 * unferfeog mei >aue PispAmb time an to am os MUmM poce* 
t Lure dated nqtiy noMtS. 


LONDON RECENT ISSUES: EQUITIES 
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Year 
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R/E Xd aefi. Total 
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■ Hourly movements 
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+® 21® 11*0 10 100 
-00 1® 1 TO 70 114 
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-.16 21 16 1.7 *ai 
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-06 3800 18 70 118 

_ ffl UH _1U 
_ <« am Z0i£0 
_. IBB 127 „T2X 
-.10 B2?1 2® __7O0 
+X5 83X6 3000 40 70 
-.76 -<U5 1600 „ _ 

+ifl° a S *4'“ ~ 

-iO 1® « 21 18.7 

+® _® 18.13 07 270 
•® 3023 20X0 42 11.4 
-.70 SO® 18 4 2 1S0 

— 412610.60 Z1 170 

-.05 51 2!® 163 _. 

+10 2100 1130 IX 23X 
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4 pm dm My / 


NEW YORK STOCK EXCHANGE PRICES 


m InSM* 


- A - 


32% MM AM 
*3% n't AMP 
HD 1 . 78% AMI 
37% 30% ASA 
xlf *9% mu. 

18% 14% AtraUPi 
30 AM M 
23 i?%Aqnvdi 
75,’. 58% ACE Ltd i 
10% 10ACM Grtkt 
7V ?ACWGh*p 063 8J 
»t3 ft ACM Mai OSO 9.1 
10% 6% Acmeaed 
20 13AdMinS 
ISM. 14M3Hsa 
40% 27% flcordb 
29% 71% Aaacr 


ta» 


♦% 


048 I 5 29 8SS U32A E% 33*. 

10* 25 33 5568043% 41% 42% 

7 4198 93% 92% B2)i ft 
120 30 20 385 31% 30% 30}] ft 
1-08 16 36 9410 07% 65% GBit !2 
040 23 9 ID 17% 17% 17% 

040 21 17 BE 19,1 19ft 19% 

II 59 22% 23% 22% -% 
088 12 12 7B3 74 73% 73% -% 

020 06 11 980 Ift 10% 10,'« 

171 7,‘i 7ft 7% 

46 aU-t 9% 9|3 

22 an 6% 611 

17 17% 17% 17% 

34 837 19% 18% IB 
080 20 19 35 40 30% 40 

433 23% 23 23% 

23% 19% Arum Eqtr 055 22 1 «83<£3% 23,1 2312 
45% 24% AMflC 17811 35% 14ft 34% -1% 

27% 10% Ames Grp i OI2 05 17 378 24% 23% 23% + % 

lEl2li%mitae 19 272 i£b is ib% 

78% 61*e Aegat? 1.31 1.9 19 8700 70% 70% 70% 

6% 3%/tafli 685 uSft 4% 4% -% 

49% 33AW-V 080 1.7 14 1341 48% 47% 47% -% 
74% 48 AES Cap lO 70% 70% 70% -1 

112% 7SAwna 080 00 57 SSI ml] 102% 1(E% 

51% 37% tec? 046 09 IB 2609 50ft 4$% 50ft +3ft 

34% 19% AGCO 004 01 14 <0u35it 35» 35it *1% 

21%1B%Aate 1 08 5 l 2 14 B71 30% 30% m 
47% 32 Atman 088 10 33 6(90 45% 43% 44i] 

85% 66% Arftt * IX M 23 3406 8*% B2% B3% *1% 

41% 22% Anna Fit 030 07 22 2848 It42% 41% fi% 

24% 13% Akgc? SB 981 18% 19% I9{| 

17% lOAfrtnse, 143 207 7 66 11% lift 11% 

28% 22 Will* 7ZVUS 2Bft 27% 2Bft 

27% 20% Alaska An 9 544 25% 25ft 25% 

Z*% 19% Many inti 0*2 1 8 13 146 23% 22% 23ft 

24% 14% Mxsmto* 028 1 3 17 B28 22% 20% 22 

30% 23A AICbB 020 07 19 an 28% 27% 27% 

25% 20WCHA 020 09 17 802 23% 23 23% 

38% 30% total 064 1.7 18 3078 36 % 36% Sill 

30% 30% AtcnN 060 1 7 15 1511 34[i 3*% 3*}2 

73% 41% Atadtare 068 09 12 842 72% 70ft 71|j +t,l 

31% 25%MegPx 1 72 6 4 13 5750 26% 26% 26% 

SSlj 21 AhgT 064 24 22 2691 27 26% 26% 

26% 19% Megnce a 040 1.5 21 7524 27% 20% 26ft 

26% 16 Aim Com 24 320 21 20% 2ft 

38% 25% AMgan 052 1 9 29 1353 31[J 31% lift 

30*4 MAtoeCap 140 OI 12 988 29,‘i 29 2 9% 

16% 12% Atace a 89 18 1511 l&ll 

48% X%Ataft?> 1.48 12 12 142 46% 46 46% 

84% 68%AU9g 194 12 22 9218nB5% B3|] 84ft 

33% 30 Aft* 018 05 13 107iO3ft 33 33ft 

10% 10 Atari 084 79 3(110% 10% 10% 

77 36% Afcta 096 ID 13 8121 75ft 72% 74% +1% 

36% 29% AM i 1.10 14 IS 5720 33% 31i? 32ft -1 

10% 4% AflMSStB 39 487 9% 9ft 9ft 

18% 11%At8maA 018 1 2 1001 15% 15% 15% 

40% S% Atanax 10 2061 38% 37ft 38ft 

79% 82% Aida 1 00 1 J 25 5849 78 75% 76% 

31% 24% Aba CCA 25 2556 29% 28% 29% 


■ft 

it 
+% 
*1 

- ft 

6% 6AnGntnc< 042 68 234 6% 6ft 6ft -ft 

20% 16% An Freds 20 488 18% 19% 19*2 + % 

7% 5%Amn£d 532 6ft 6% 8% .% 

84*2 EZAirtae 0.86 08 10 773 reft 76% 76% +3% 

28*4 21% Aam M DS6 22 13 63 25 24% 25 

82 47%AaBH*( 0.60 1.1 8 5340 58*2 SS% 55% .ft 

25% 22% Are Bub FID 082 28 14 119 22ft <02 22% -% 

*3% 39*2 AmBPw 240 5.7 13 2095 43ft 41% 43 

79% 53% AreEtqr > 090 13 1814056 76 73ft 75% .1 

<9% 35% AmGml 140 28 17 3758 *8% 48 48% *% 

5% 5 Am Grn* In « 036 68 287 5% 5ft 5ft 

28% 22% Am ADR 21 a 83 15 277 3% 25% 25% 

33 23*2 Am Hum 080 24 16 344u33% 33 33,1 

80% 57ADHm 154 21 241469 78% 75 76% 

1% JiAnitttfltj 20 % % % 

150% 106% AmW 140 03 23 5278 150 148% 149% 

8% 5% Am On Ik * 144 73 335 6ft 6 6,V ft 

14% tAnMEi OSO 37 4 » 13% 13% 13% -% 

51% 39% AaStor I 072 1.4 28 5022 50 48% 49% .% 

22% 18*2 Am Wan 9% 125 03 20 IBfl 19ft 19ft 

24% 19%AmM* 076 15 17 593 22 21ft 21 ft .ft 

42% 32% Aw Rn 100 23 10 2057 n43 42ft 42% .ft 

51 37%Antat? 18 2193 45ft 44ft 45% ft 

71% 55% Aimau 278 33 177208 <Hft 67% 66% .ft 

57% 48%Areaoilnt 128 28 13 295 57 56% 98% ft 

24% 19%Amtt* 024 18 IS 684u24% 23% 24% +1% 

91% 78% Amn 280 12 15 7280 BBft 87 88% .1 

15%11%AmpaiPtt 034 22 10 144u1$% 14% 15% 

39 21% taetad 27 3E0 b 41*2 38% 40ft .1 

41 31ilAmflii 1.12 28 16 BB4 38% 37% 38% ♦ 

73 afl, Annual 030 05 31 2077 61% 60% 61% .1 

29*4 21 Anting 25 5610 27ft 26% 28% -ft 

21 15%AA0acai 088 53 23 278 18ft 17% 18ft ft 

45% *OAi0Kii 096 23 189198 42% 41% 41ft -% 

18% IZftdda 22 338 17% 17 17 -ft 

53% 40% flat Cp 1.04 20 41 2172 52ft 51% Kft .ft 

39% 30% Atom Crp > 028 08 18 7843 33% 32% 33% ft 

«1 B%ApaMaiF 086 88 323ul0ft 0)1 10ft ♦% 
60*2 22% AjpMlfcB 16 2678 22% 22 ft 22% -% 

S1% 38*2 And Pu A ai2 02 18 499 81% 51% 51% -% 

2* 17 Aaron 020 08 3111528 23% 23ft 23ft 

50*2 40%An*ai» 280 59 15 357 47ft 46% 47ft 

4% 3%Anm 36 2254 4 3ft 4 

24 21 AnmZIPi ZIO 88 5 23% 23% 23% 


75% 0l%AnKlW 
59% 51% AnoSf 
6% 3%/rtiGrp 
28% 21 Arm tad it 
32% 24% too 
13% 11% AeanbHH 
48% S%A*U 
28% 23% AsNnCaa 
13% 11% AMPacF 
4% 3%Aaaltor« 
59% 33*s AeafaQuA 
43ft 30% ATBT i 
361% 300Adftch2 
H% 8%AMaSos 


1.76 24 17 739 74% 73% 7*12 +1% 

13 1257 53% 53% 53}J -ft 

SB 116 4% «% 4% ft 

076 28 11 444 27% 28*2 28% -% 

080 26 S 1906 31 ft 30% 31 ft .ft 

OX 23 :0u13% 13% 13% 

1 10 23 20 5570 47% 46% 47ft .ft 

046 18 19 101129% 28% 29*4 .% 

009 0 7 182 12% 12ft 12ft -ft 

038 113 5 288 3*2 3% 3% 

040 0 7 21 2227 55% 58*4 55% ■% 

132 16 11379® 36% 34ft 36% .1ft 

280 08 10357% 357% 367% 

11 J 100 11 % 11 % 11 % .ft 


17% 16 40*601* 134 0.1 14 530 10ft 16ft 1&ii ft 


75% SftAtSkli 
« Ji«W 
28% 22%AtmnEnK 
9% 8% Austria Fd 
50% 39%MWax 
27% 19% AKoZn 
2 % ftrm 
28% 15% Artmcn 
16 5% Art? 
84% 55% Aw! i 
74 50% Amd’l 
12% 9% AptlCop 
m % 8 % ten 


47% 35B881CC 

29% 22 BCE i 

8% 6% Banco* 
20% 16% Bator Font 
41% 32% Baton? 


285 4.1 12 4814 71ft 70 70 -% 

« a ji n 

100 43 19 172 24% 3% 23ft -ft 

013 U 445 DIO 9% 10 .% 

046 18 27 *428 47% 46% 47ft .ft 

2010729 23 % 23% 23% .ft 

025 223 299 1ft 1% 1% -ft 

21 20 20 28 3 

38 90S 14% 13% 14ft .ft 

060 1.0 14 1129 59% 57% 50ft .1ft 

1 » 18 28 36(6 73 71% 71% Wi 

050 4-0 259ol2% 12% 12% 

14 73S 7ft 7 7ft 


-B- 

124 28 17 20 45 *5 45 .% 

31 1563 28% Z7% 28% .% 

020 25 9 2100 0% 8% 8% .% 

037 18 92 19% 19% 19% 

048 1.1 2721 IS 40A 38% 40.1ft 


29% 24% BaMor Be * 048 18 22 71 aft 29ft 29% -ft 

30% 23% Baffin 0£0 18 971 031 30 31 .ft 

005 02 21 245 20% 30ft 20% -A 

I 60 58 12 2440 27ft 26,’, 27 .ft 

182 It 1(23903 48% 47% 46% .ft 

1 8? 2X1 27 04 81% 81ft 81% .% 

OX 1.7 59 2 18ft 18ft 18ft .ft 

034 18 IS 217 18% 18% 18% »% 

IX 21 14 311 49ft 48% 46% -% 

122 18 1717655 G&U 64ft 68% .ift 

098 21 1710717 45ft 43% 44% .1% 

OK 03 917 19% 19% 19ft ■% 

IS 05 10 49% 49% 49% 

EDO 62 Z 98% BB% 98% 

204 IS 18 6309 74% 72% 73% .ift 

136 04 10 86% B&% 88% 

1M 6.4 X1M 47% 47*2 47*2 

4 DO 46 12 3995 BStt 86 87% .% 

214 26 11 7 81% 81 S1% +2% 


21% 17% BUM a 
a 24% Ba»GE« 

50 39% BneOne * 
86% 52% Bocoa V 
16% 12*8 BW 
10% 13 BCPADR 

51% 45Ban*g< 
BO 47ft BWAOI 
48% 32% BSflUfY 
20,’i 1 3% Bill ADR* 
50% 47% BonMraA 
98% 90% BnkAnB 
79% 61% BMb8i 
87% 70 BhtOCOSO 

48 *5*2 BMxateA 
9B% 74Bnftm» 

84 83% Bcbys 
36% 26%BMMCq 
3%10JUBnEGrp 
55% XBaiflii 
3 % 21 % MU 
12% 9*2 BsiyfRG) 
7% 5% Bata 
47% 32% Bondi * 
58% 30% Mil 


OK ID 22 947108% 36% 38% .ft 

080 21 18 280 29% 28% 29 -% 

1.08 20 18 3334 53% 51% 52% A 

014 06 40 8828 22ji 2l[J 22% ^ 

14 IX 12ft 12 12ft V. 
005 09 3157 5ft 5,% 5}| .% 

ID* 22 401880 47% 46% 46ft -ft 
1.13 20 8512377 u5&ft 53% 58,% .3ft 


Ota 

mr< m cm - 

m % £ m ta >m Mi 

17804 u27ft 28ft 26*2 -ft 
154 5 7 14 110 27% 28*2 27% +% 

1 52 7.7 « m 19i3 10!2 -, 1 , 

072 07 *94 8% 6% 8% +J, 

061 8* 53 10% 9fl Oil 

080 1.7 8 828 »% 34ft 34% 

064 ID 16 J15 38% X 36% .% 

ODD 12 16 678 1>49% 46% 40% +f% 
052 ID a 330* 53ft 51 S3ft Cft 


27 15%0»HMb 
28% 25% BsvSIGna 
20% 10% Bdll 1838i 
6% 7% BEAlncA 
9% OBoaSto? 

35% 28Bma 
30% 27% I 
»A 371 
a*4 *2% t 

21% 18% BOHftqi ( IDO 5.5 10 254 20% 10% 18% -*; 
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78*4 58% Btal 
1002 13ft M h 
48% 38% BMSDl 
43 33% Boh} A 
431* 31% Bam 
67 63%B01d4JP 
75% 9%Baoe(i 
X 22% BonoiAx 040 12 20 
% ft BoqMB 
31 22 BogBr 
48CDO33O0O BoMIA 
162* ION Berti* 


19 >3% Borjpeti 

5% 7% I 


15% 7% Bm Buy 
77% 25% BM<82 
$3% 49% BdMmPI 
10% 7% Bona 
87% 54% Bum 
18% 12% BoEM 
*0S*2BGAMa 
Sit 17% BWayl* 

X 14% BkHtagn S 
37ft 29% Baton 

29% 26% a** H PI 

9 6% flktOGMdl 4 OB3 09 
0% 6 % BHrUci 058 8.4 


Z06 40 18 B200 76ft 73{J 7311 -l£ 

10 220 ISli 15% 15% 

1 44 3 0 1 815232 47% 46% 47% 

044 1.1 19 1188 41% 41ft 41% 

OW ID 23 933 1144% *3% 43% 

4 X 6 4 41167% 67% B7% 

2DB Z9 14 1853 72% 71ft 72 -it 
XtiM*. 32ft 33% ~ 

15 <5 11 Oft ft 

048 1.7 18 1128 28% 28% 28ft 

1 47400 *7200 47400 .200 

X 1588 15761583% *3% 
040 22 21 457 16% 18 18 

1277 15 14% 15 .% 

250 01 28 27% 27% 27% -% 

500 9.4 10 S3 52ft 53 .ft 

3308 10ft 10ft 10*2 *A 

150 23 X 371 BBft 65% K 

28 7420 16% 16% I6»z +% 

60 38% 37% 38% .1% 

008 04 14 5QU22H 22% 23% -ft 

040 28 Z7 417 15% 15% 15% .% 

048 U 16 3083 038% 37 37% -ft 

1 *2 5.0 13 199 28% 28% 28% 

7 U9 9 9 +% 

1079 u6% 6% Cjl 


9% 8%BUnliTgla 057 63 409 «9% 9ft 8% 

35% XBkKkX 0J0 ZS 7237712 33% X% X% 

45% 37%BUnlA> 051 \2 15 X 42% <1% 41H 

10% 8 BbeOIV? 088 90 144 9% 0% 9% 

3% 2%Btotan 2B2 2% 2% 2% 

35% 24 BMC tad > OK 02 27 2202 35% 34ft 35ft .12 

56 4790*0 Q 58 ID 2738688 54 % 53ft 5*% .ift 

38% 28% BOseC * 080 1 7 3439 35% 14% 35,1 -% 

6% 3% Barturdi 1079 5% 5 5% 

12*4 8%BonhOm 040 16 K 614 lift 11% 11% 

28% 22*4 Bam COO IX 80 13 » 25% 24% X 

71% 41 Base 46 4810 ffi% 80% 81% 

50%X%BOK»f 0X 1.7 X 2377 46% 48 46% 

32%21%Bizn? 081 Z0 1X6 30% 30ft 30% 

27% 23*2 B8E Prop 1J 53 9 EOT 25,*, 25 25% 

77% 17 Bread? i 028 13 72 727 22% 21% 21ft 

53% 42%BrtpSI 1.12 12 17 951 50% X 50ft 

16% 10%BrUartit 16 1923 14 ft 14ft 14% 

85% 53% MtfStli 1DZ ID 2718008 81% ®% Sift 

125% 0*% 8rAtr« 2D0 2J 12 H 115% 114*2 114% 

75% 64% Pa 2.17 2D IS 4068 75% 74% 75% 


-1ft 
•ft 
-% 

-ft 

, . . +% 

16% ISVPnita 220130 10 408 17 16% IBS +ii 

28 71% BStael * 163 Rfi 6 3806 25*2 25*4 25% .% 

79 88% BT 741 9D 13 1278 75% 74% 75% .% 

W% 2B*tBM|HU 148 8.1 11 1110 29% 28{i 26% +% 

1813 14% BmnGpl IX 51 171120lfl9ft I8J2 19ft +% 

15% 12BmSi 18 168 14% 1*13 14,'j .ft 

52% 42%BtnFnA> I.OB Z2 10 46 49% 48 48% +% 

52% 42% BnFnDi i.U 22 19 d) 48i| (Sit 48t{ 

35% 25% BiForx 068 19 B990 35% 34% 35% .1% 

7% 6% BBT 13 20 7ft 7ft 7ft 

31% 23% Break OX ID 15 3218 31% 30% 30J* -ft 

22% 16% &B0I WH « 044 10 13 547 21% 20U 21% ^ 


X 25% BuctojaCal 
«5% *8% Burton pi 
19% 12% Bui CM 
S2% 70% Buff « 
54% 40*8BuStaA 


12 335 33% 33% 33% 

100 SD 11 Xn45% 45% 45*2 

14 291 19ft Iflft 19,1 

IX 13 16 3778 91% 88% 00% 

055 13 17 3082 44% 43% 44% 


15% 11%B®*anft« IX 72 22 878 14 13% 13% 


31% 24% 


18 59 031% 30% 31 


- c - 

45 24% CAHJV 3357 43% 42 42% -% 

35% 31% CMSEn TX 14 14 1824 035% 35% 35% ♦% 

114% 98% CHARn 7 608108% TQSiJ 107% t2ft 

36% 20% OF Ton 0.40 1 3 21 7717 35% 33% 34 .1% 

92% 75% CPC i 1-64 1 8 23 3033 u83% 92% 93ft -.% 

2l%1S*2Cn0ap 056 17 X 290u2l% 21 21ft +t t 

56% 41% CSX UM ID 13 SOX X 54ft 55ft -ft 

70% 41 CISOvpi 072 ID 15 113u70% fflft 70,% +1% 

29% 22% CMaSWkB x D 5B ID 2 2B9 28% 27% 28* 2 .ft 

46% 27% CaHm 1913X9 28{1 30% 20% +,* 
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3Ta34%SM0M 382940 34 33 33% +% 

14% 11% SUB 0 V43 I2H 12% 12% 

33%27%S#mSm 17 184 31% 30% 31% +% 

12ft 7%S8MF* 012 10 11 212 11% 11% 11% -% 

09 12 48 Oft 42% 42% -ft 

1470 14ft 14% 14% +ft 

143379 46% 45% 48% +2 

25 2285 50% 40% 9 

020 12 0787 13ft 11% 13 +% 

020 42 16 1033 10% 18ft 10ft -ft 

M4 22 151329 51% 9% 51% +1% 
032 02 7 3 5ft 5ft 5ft +ft 

040 02 22 379 4B% 43ft 40% +% 

09 12 23 239 57% 54% 57% +3% 

12 10% &aauctftx 1.10 SO 32 75 lift 11% lift 

9 44% Saw On 12 IB 2016 57% 54% 55% 

27% 22% Smriarx 028 LI 14 355 26% 25% 25ft 

37%2B%SUpNb* 124 1813389 9 34% 9 . 

25% 19% SM»W 010 04 «B2S% 9% 25% +% 

37.11 2B%SWWr#C 008 02 91IS1 34% 33% 34% 

10% 8%sm0ap 020 11 13 104 41 8% 8ft 

28%19J7SjWf«i 09 12 32 49 9 27ft 9 

38% 29%9(us 09 12 22 1901 37ft 38ft 37% 


45% 31% ! 

17% 8% Stags CM 
54% 33% StTe# 
50% 26% Stags 

’3 5 

18% 14% 

52% 41! 

&■ 4%su)Easnr 

51% 37Snonr 
58% 38%Sntatr 


ssrpflt* 


H 

i+i% 


8% 4TIBYBW* 020 
50% 37%TCF!irm 120 
ID 8% TOID®#* 084 
78% 85 TDK Cap** 043 
1% UTtCMtas 
2Eft 19% UK 028 

27% 18% went 026 
9% <7%TW 124 

9% 22% Titan Fd 021 
8% 7%Tl8k|W 
48% 38% Tumi 124 

21% 11% 


-T- 

12 18 109 6% 
11 10 732 49% 
02 49 8 

05 37 9 74ft 
Zl» 1ft 
07 911290027% 
42 W 98 23% 
21 87 2914 58ft 
303 25% 
4 19 9ft 
17 21 853 b49% 
24SB430 21% 


5ft 6% 

48% 48% 

Bil 8 

74 74 

1ft 1ft 

29% 27 

J? Ws . 

9% 58ft +1% 
26% 25ft +ft 
» 9ft 4+ 
49% 49% -% 
20 % 20 % +% 


1.18 

020 

096 


me 

3.40 

on 

068 


120 


021 1.4 


BM Lev Met Hi 

57% 40%Tlasyx 020 
lift 10% Tam Mn 070 
2% f%T0M 
2S%2*%Tgc*w 
8l% 48% DOst* 

9 23% TdlOB 

158% 90%T*bnx 
84% 87% rasps* 141 
40% 32% DUB 081 

62% 48%T«BV»f 19 
24% 16% TSDlOErtit 021 
29%21%Tn«U 

45% MTanoso 120 

45% 40%TepomPts 180 

44% a%TMdjns 
19% 9%TBB 
15 10% Tmf 
14% 10% Tm 
114% 9% Rum 
29ft 2B% tens M 
08% 62%'Mms 
V 28% TauRC 040 
42 81% Trim x 2.10 

4% 2%Tsttam 
97fi ATnhtx 
3 2% TtodesT 
(0% 7%1MC9 
18% 13%TURU 
41%25%1)R«4et 
75% 43%TMU 
55% 40%Dsn8alsx 1.12 
an%nsMiux an 
34% 11% 360CDm 
S% 36% TkM 
48% 33% DUyx 
926% DB MU 
58% 36% IMton 
59% 48%TMM 
9% 22%1taton$ 

4% 2%nwap 
12% lOTUlR 
6% 4%nmap 
12% 7%TMMsCo 09 
20 17% m Bras 
89%38%Dnftt 
S0%37%tmtURx 029 
73ft 01bMi 7.18 
38% jjDnCagt 048 
34%259ttscox 024 
50% 33> 2 TaBtt* 09 
34% 22%TsWSMx 005 
JS 34% 7)99 
25 23%Tan mSte i 122 
9B77%DBUs4x 220 
104 75% TtxBStM 054 
IPg lO%TnBoatR> B2B 
74% 52% 70060 024 

10 7%ians(m 020 
22% 1B%TO™teJi 028 

o% Tan, 020 

31% TWO* OJO 

5BS7%7maorx 0J2 
35% 33%T(C0tal5x 29 
23% IOTUcA 
soft 35%TUuO 
281 2 23%TiCosx 
34% 34% 717* 

53% 32% DM4 
25 17DMHX 
15% 14DnmB> 

0% 5%TUM* 

84% 3D Timm* 

7% 5%TisMta 
34 15%TVAC«I 020 
2S%21%TV«l0kc 070 
71% 5l%TjOlU 
2% t%D4T 


•ft -k 
Ift *ft 
1% +% 


DLH ft ass Pm 

% Em nr lu usorn 

12 3273 57% 36, 1 , 66ft +ft 

02 34 11% 11% 11% -% 

6 2% 2% A 

42 14 185595% 25ft 25ft 
12 17 1832 60ft 50% BOA 
3J 13 880 3Bft 28% 9% 
1770219% 153% 158% +6% 
15 22 GBB 88% 85% »+«% 

12 2012140 40% 47% 41% +% 
22 31 549 57% 58% S7% +3% 
09 163 23% 23% ZSft -ft 

6877 90 28% 30 +ft 

2.7 32 21® 4^1 44% 44% -ft 
05 12 83 b«6% 49 48% +% 

B2 960 «ft 40% 42ft +2*2 
420u20% 18% ® *% 
1.4 71227 11% 71% lift -ft 
5 468015% 14% 15 +ft 

3.1 11 S851 111% lOBft 108% +1 

1.1 8 IS 26 % 2 S% 263 +% 

02 HH4 37% 84% 96ft +2% 

1.1 tr 148 35% 34% 3ft +ft 

6.1 10 4100 34% 34% 34% +ft 

19 4ft 4ft 4ft +ft 
12 23 7355 OR 87 67% +1% 
W 8J 2% 2% Z% 
l« 8ft 5% «A *% 
«e i 6 % ( 4 % 15 % •% 


075 


on 

09 

on 

09 

on 

122 

140 


ft; 


064 

064 

on 

060 

09 

on 

014 


09 


23 4075 34% 33 33% -1% 

1 1 17 3B3 70ft 66% 68ft -1ft 

10 22 7B4SuSB% 54% 54j3 +2% 

1.4 18 107 U9 9% 9 +% 

32 2990 17% lS% 17 -% 

12 910760 46$ 44 44(1 +*] 

02 3 310 48,1 45% 45ft -% 
12 12 189 32% 31% 32% +1% 
02 15313 48% 46% 47ft -ti 

1.1 91 1821 57% 9% 56% +1% 
18 14 1727 35% 34% 34ft -1 

39 u4ft 4ft 4ft +ft 

04 7 si 2% 12% 12% 

383 4% «% 4% .% 
42 9 in 11% 11% 11% +% 
10 Z7D 18% 18ft 18% +% 
17 3383 40% 3Gtf -% 

06 9 170 <5(2 44ft 4^2 +ift 
12 15299 72% 70H V -% 
12 IT n 9 37(| 37% 

09 3410615 2Bj] Z7% 28ft -1% 

12 2317992% 51% 52ft +1$ 

02 72 744 24% 23% 23}J -% 
IS 8827 34% 33% 33H -ift 

72 11 18 M% 24% 24% 

11 16 1232 04% 02% 94 +ft 

05 14 263102% 90% 102% 43% 

14 T 15% IS IS 

OJ 34 47IBii75% 72% 73% +1% 

13 5 84 8% Sft 8% +ft 

7.1 11 67n23% 22% 22% +% 
04 1714632 05ft 83ft 84% +lft 

07 9 T636 StOft 34% 40% +% 

08 15 141 55(| 84% 5*H ^2 

7.1 2 35 9 9 •% 

SB 20% 10$ 20% -% 

12 21 1984 40ft 48% 48% +lft 

13 M 413 27% 27ft 27% 

21 11 832 31% 21ft 91$ 

1800 48% 46 48ft 

15 10 «B 24% 24% 24% 

3 115 14% 14% 14ft 

35 15 857 6 5% 5% 

24 192216 37ft 36% 36ft 
21 9 6% 6% 6% .. 

09 33 405 22% 21% 22% +1% 
15 8 55(28% 28% 26% -% 

03 9 6098 71 89% 70$ +1% 

an 2 % 2 Sft 


-U- 


122 


in 

044 

012 

123 

4.35 

120 

075 

350 

450 

254 

1.72 


17 98 13,', 13 13 -% 

8 719 37 3B% 36ft -ft 
08 11 3BU 25$ 27% 28} 1 *\l 
0225 72% 71% 71% +ft 
8.4 15 BIS 22ft 22% 22ft +ft 
69 39 Ul4% 14ft 14% 

7.1 7 3304 22$ 22 22ft +ft 

12 22 2380 830% 37% 37% +% 


13% 9UB 
30% 29% US6 
34% 25% 1ST 
81% 55% UM. 

25%H%USG0ipx 144 
14 % io%uicibc 
28% 18 % UUns 
37% 20% IM He 
9 18 %lHtMx 
11t% MlWvr 
218163% IMMf 
54% 45%UoC* 

50%40%l*CJrt) 

26 ,'. 1 B% urtoncop 
51 % 4a(*eon 

66 60UU4S0 
30% 34% USnc, 

72 56% Itatat 
52% 9%IMontaart 150 
73\ 17% LWolTsxas 0 20 

8 5%tt*ps ... ... 

12% 7%1WtC«p • • 24 1772 11% 10ft lift 

29% 23%WMMx 074 18 19 59 2B% 9% 28% 

1JM - . - 


08 16 91 20% 9 20% ♦% 

12 22 23U1I7% 116% 117% +lft 
20 24 1765 216% 215 216% 1% 
35 55 852 51$ 50% 51$ +1$ 
15 II 4870 48% 48 48ft +1% 

34 198u26% 28% 25% +% 
as 20H51% 51% 51% 

S9 S GS 65 65 

OJ 13 2007 38 57ft 37% +ft 

14 9449 n% 9% 70% -% 
20 34 1430 51% 51 51% -% 

JJM0 5885 2Bh 20ft 20ft -% 
5819 7ft 7,1 7ft 


58%42%IMC 

003 

01 

2712874 

82$ 

51H 

52% 

+% 

32% 23%UbUBBlx 

2M 

01 

IS 807 

»% 

30% 

31% 

+% 

9% s%tmut 

OJB 

3.1 

13 « 


S$ 

8$ 


15% 13%1*Aadfx 

1-32 

09 

107 

13ft m 3% 

13% 

-% 

22% 10%L4WCty 



40 

22 

21* 

22 

-A 

24% 18%U5S6 

820 

00 

17 4450 

24 

23$ 

23% 

-% 

*25% US ter 



3211275 

v\ 

*a 

27ft 

-ft 

29% 23 IBtara 



7 1)8 

27% 

26% 

27% 


47 29% l&tag 

0.18 

04 

23 1307 

37% 

38% 

37** 

♦% 

47* 65%Uta7ac 

124 

15 

72 6523 

WA 

S3 

83fJ 

+$ 

19% ISUWSIair 

002 

49 

17 BBS 

13% 

18% 

iBft 

-ft 

52% 28%lMkO* 



za 179 

»% 

5U 

4U% 

-** 

39% 32 IWr Farit 

104 

23 

15 388 

M% 

38ft 

38% 

+% 

22% I8%Uta«ll* 

1.70 

93 

11 IB 

18$ 

18$ 

1B(| 


38% 27%UrteOp 

1MB 

12 

IS 1111 

32* 

3Z 

32* 

+1 

45% 38%ltaaod 

OJO 

to 

1915916 

38ft 

38% 

38ft 

+* 

*8%3I%lAflJM 

057 

1J 

223108 

44% 

42* 

43 

+1 

38%31%USW 



IB 1324 

36% 

35% 

38ft 

*a 

38%3t%UE**»S 

2.1* 

55 

1410775 

38% 

37% 

35^ 


22% israredM 



10895 

71ft 

20% 

20^| 

+% 

39% 2B% USAWsSv 



4621 

38$ 

38 


-ft 

38% 19%USAX 



IM 

35ft 

35 

*ft 

♦ft 


0% 8%IBJFEtae 
31% 23% USD 
35% 25% (SOS 

17 1 !% usx Dam 

29%2S%IBwp 


79 W U . P*** 

u % E m ap i« es« 

082 6.7 0 9 ®% 0% 8% 
0.75 16 15 7113 29% 29% 29% 
J* *0 10 2788 35% 34$ 34% 
020 12 22 9 13% 12$ i9% 
1J0 01 11 1035 29% » 29ft 


85(3 M%W« 1 St 

38% 28% tart 052 

8% SVMftaei 020 
25% 17VBNBI 
10$ 1QW9UITX072 
32% 21 VMM 
5B%47%MMbi OX 
«% av»w 
57%n%varitm 
14 13% MUX 19 

19% 14% Wad 1 OS 

73% 88%Vk9P580 69 
S% 21% WB7H7 
<8% 40%«usimi on 
9% 7%teWtar 
74 50% Warns 158 

90% 55% warns 19 


-V- 

12 17 1783 85% 9% 
1,4 4S3B4 38% 38% 

14 » «% « 

14 560 20ft aft 

68 Samoa 10 % 

35 1596 32% 31% 
07 18 2281 54% 53% 
a aar 44% 42% 
34 20 54% 54% 
72 0 44 13% 13ft 
U 2 3444 18% 18% 
80 xO 72% 72% 
40 980 s a% 
1.7 25 730 40% 48% 
6 0 11 

15 32 308 73% 73% 
22 14 404 00ft 70% 


64% +% 
36% +% 

e% +% 

20 ft -ft 
10% 

31% •% 
53$ -4 
43% +1% 
54% 

13% +A 
1 *% 

72% 

a% -a 

48ft +% 
8 -ft 
72ft +ii 
eo/,+ift 


25% IHttaMSM 
2B \ 26%WlWdta 29 

S2ft antMtae 
88% 53 %!Mm in 
24% l5%Wds«A* 028 
4% 3% Mtam 
5t 38% mum 09 
35% 2S%WtUcsCS 028 
33$ 22MM# 027 

125% 9% WitH 122 
25% 20% MMX. 1.18 

29 Z7%*MMx 19 

4tt%32^t*UWoaB 420 
37 % amaiotx an 
10 % 6 % WHOSE** 
32%21%—JMl 043 

6% 3%MUmM 09 
38% 28%ms«M 
17%14%WtM(M 033 
45% 40«ttRS* 226 

S% 2%DttWiS 
32% 27% WMtafc 096 
Itfg 15%WUBR 022 
320% 245WWF 5J0 
&2 10%1taUs 024 

30 27 West CD 026 
18% 18%Mfc*Et 
75%57%W»s 

38ft 20% WWW 
21%14%HMfiBf 
32% a%IMiflB* 

23$ 1B*«0a 
80% 25%VfB*taex 
33% 2SKUII 
56% 42%Wptar 
1 7% I1%KM( 

55% 45%W!M 
22% 1S1WWMI 
26 ft 21 %WUn 
12% 9%8MMB 
9% 32% 9 e»*» 

77% 38% IUU 
47% 38% Mn 
6% 5%WWU 
16ft i2wmsias4 on 
42% z9% Malta X 89 
7% 6% WmtMQX 020 
27% aWtaeEo 124 
22% 15%WtaaO 012 
38% 20%Mkoi 1.12 
S%29%MCA0R OJB 
31% ISftWtUUsx 09 
26% lB%WM*ta 
25% 21%«Ma«ai|x 
4% 2%Wortdeap 

a%z3%tara)k iso 

71% 54%8H9M» 076 

42% 32%W|toBactx 032 

aiB%«imsni 032 


-W- 

zr 1284 25ft 24 24ft -% 
72 13 SB a 27H 77% -ft 
13 764 32% 31ft 32,, •% 
17 15 B3» 58% 58ft 6Bft +% 
1.1 32 I® 24 23ft 23% -% 
27B 4% 4% 4ft -ft 
08 33B65u54% Sft 54ft +ft 
12 16 283 30% 23% 30ft +% 
02 2431008B34ft 33% 33ft +% 
12 4flZ7Jl9o13lH 128% 131ft +7ft 
4.7 13 218 Z3,’, 24% 25ft +ft 
32 10 109 28% 28ft 28% 

12 19 142404% 400 402% +4% 
12 321853 Bft 31% 31% •% 
91 0% 8% 0d ' 

12 344 31% 30% 31% 

17 2 a 4 % 4% 4% 


13 15 


31 

332 3ft rft 3ft +ft 

a% aft +ft 


S 3431139% 39,', 39ft 
12 7 514 16% 10% 16% 
80 a 151 <2% 42% 42% 

3ft ra 

76 29% 28% 


: 020 
2.10 
020 
120 
on 

19 

012 

128 

042 

120 

128 

124 

0.10 


3 

i 


4k 

+2 


12 a 092 17ft 17% 17ft *A 
12 3 8502273% 270271% +2% 
00 21 336390% 25% 28% 

IS 10 9 29% 28% 20% 
a 108 18ft 18% 19% 

30 1030 73% 72,', 73ft 
13 7204 31ft 30% 30$ 

1.1 30 408 10% 18% 18% 

84 1) 792x32$ 32ft 32$ 

08 80819 S24% 23ft ZSft 

42 12 2401130% 29$ »ft 

18 18 2107 31% 31ft Sift 

3.1 9 3538 5Z% $1% 32ft +ft 
02 23283 16% 15% 15% +ft 

15 22 1421 54% 64% 54% 

26 57 10ft 18% 10ft 

12 18 6337 ZSft 25% X 
133 lift 11 11% 

4J IB 110 27ft 38% 38 +A 

12S15B1 71% 6B% 70% +% 
24 a 1 0730 44% 43 % 43% 

12 ID MD 5ft 5% 5ft +% 
12 78 5571116% 18%' 18% +% 

16 24 3066 37% 36% 37% +% 

22 a 96 7ft 7ft 7% -ft 
82 13 1804 25% 24% 25 +% 

08 14 254 1B% 18% 18ft +% 

19 725*38% 38 3B% +,', 

11 23 330 Z% 25ft 25% +% 
02 38 484 SO 28% 29ft -1ft 

19 3276 24% 24ft 34% 4% 
n 24% 24ft 24% +% 

2 in 2 % 2 % 2 % +ft 

7.1 15 045 27 26% 28$ +ft 

1.1 33 1871 68% 87% B7% +% 
08 14 1357 40% 38% 40% +1% 
1.1 17 T71 29% 28% *% +% 


X-Y-Z- 


75% 51% ton* J 
48 40% «* Cop 

a20%y«MEoj 
SB37%WtW 
5 4&gst> 
13% 9%BM 
27% a% MW 
7% 7% BW toe 
28% 17% Zara 
12&10%2Mtftf* 
8% B&MgTn 


19 1.6 2113(36 
DM IS 17 27 
19 S3 15 84 
048 10 15 im 
141 
2140 

100 27 74 80 
073 OB 72 
012 05 9 110 
19 0.7 230 

004 04 2070 


78ft 77% 
44 43% 
24% 24 

47% 48% 
«u 4ii 

nH 11 % 

27ft 28% 
7ft 7% 
28 25% 
uttft 1 2 ft 

uea sft 


78% 

43ft 

34% 


47% +1% 

3 i 

27% ♦% 
7% 

28 -% 
12ft +% 
«l +4 
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IV Sta 
Ota. e 1B8t 

UK lasrOtareCbtg 

AdfltaK 

58 

1Q%d10%1O% -% 

Atnagd 

8 129 

e 8ft 6$ -ft 

MBs toe 

10 35 

% % % 

AlplaM 

12 

8ft 8ft Sft 

Amitota 

<24 & 3 

44% *4 44% +% 

AredaH 

1314 

9 8% 8$ +% 

A«Bd*f 

3138 

15 Mft 15 +% 

AmpMnA 

74 

S 5% 5% -% 

ASnimx 

200 6 57 

22$ 22% 22$ +ft 

Ariretaeb 

14 295 

6% 6 6ft -ft 

AuktolA 

13(0 

7ft 7 7ft 

AWTfltaA 

187 

1% 1ft 1ft 

MOW 

8 

2% 2% 2% -% 

BW Octal 

IS 48 

4% 4% 4% -% 


Mount 09 72 75032% 29% 32% +3% 

Wri-Af a 2% 2% 2% 

BUM* 1 027 10 488 18,'. 18% 18ft +% 

Bsari 71 4% 4% 4% 

BUS MU 040 6 048% 48% 46% 

Stated* 12 87 26% 2B 9% +ft 
1913 9 2ft 2ft 2ft -ft 

036 8 269034(1 34ft 34% J 2 

lA 104 9 189 24% 24% 34% -% 


09 18 64040% 38% 40% +% 
001 9 4% 4ft 4% 

CutaCD|x 19 3 27% 25% 27% +% 

Copra 33 8ft 6% 8$ -% 



IV 31s 


w Sta 

Sta* 

Ota. E 100s fell LresCtassCtaif 

Stack 

Ota. E IDO* 1801 ItotoOtsBChre 

CoquK 

25 Ift 1% 1ft +■% 

Hsstira 

032 193243 29% 20% 39ft +$ 

Creed R* 

17 ID 7% 7% 7% 

HsadbOi 

1* % $ $ 

CBtoxAT A 

06* 35 309 12% 12ft 12% -% 

HrJco 

010 24 8 22% 22% 22% -ft 

Crawl C A 

13 85 M% 14% 14% +% 

Kratal 

77 63 17% 17% 17% -% 

creuCB 

13 160 1S% 14% 14$ +ft 

Itanta 

17B 6% 8% 6% ♦% 

ere* 

03819 30 26% 20 26% ♦% 



Cybn 

51 11% 10% 11% +% 

kaXanty 

018 17 198015% 14% 14% +% 


5055 04% 4% 4% +ft 

tat&nre 

458 Sft 5% 5% -% 

DIM 

Wamren 

38 329 lift 10$ 11% +A 



tax 

522S 11% 11% lift ♦% 

ten Cg 

046 * Z100 »<% 14% 14% 



Bote 

1825 5% 31 5% ♦% 

JtolBrf 

81 240 2% 2ft 2ft 

EcttEbA 

EdtatoRs 

EgtaFdx 

032187 24 8% 0% 8% 

16 82 Sft 9% 9ft ♦,'« 
2J0 54 8372 K% 93% +lz 

JlSOrep 

naricty 

tt«£qx 

3892 $ A ft -% 
a 10 3 % 3% 3% •% 
OJO a 301 18% 17$ 18 -% 

Fabtadsx 
HfflA 
Ansi la 

070 20 10u3l% 31% 31% +% 
3* 13 » 84% 03% 84% ♦% 
1870 42ft 41ft <2 +ft 

Uaergs 

Urectity 

006 * 36 8% 6 6 -% 

40(100 as 88 89 +% 

teotrey 

OK 14 SSOsMft 13% 14% +$ 

Mnare 

S 06 <7 46% 47 +% 

Gun 

OJO 12 17 *% 20% 2D% ♦% 

UbiSb 

052 151306 30% 38 36ft -3$ 

Gtta&eC 

1030 35% 34$ 35% +% 

Wmadta 

1435 12$ 12% 12% +% 

tea AH 

078 * 9S 33% 32% 33% 4% 

Wrfta 

2 10 10 10 ♦% 

ten 

070 13 432 18% 18ft 10ft -1ft 

Hccg* 

18 113 31% 30% 30% -% 

SUdMd 

124 A A ft 

HSHEU 

*0(11 

teDXx 

4850 u1% 7ft 1ft -ft 

NsdUta 

5 222 7% 7% 7% -ft 




P7 

9t 




Stack 

a*. 

E 

loot 

Htyi Iren 

CfetoS 1 
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US shares 
advance as 
bonds rally 


Firm $ helps Paris, Frankfurt up to peaks 


AMERICAS 


Wall Street moved higher on 
the first day of the new quar- 
ter as large company stocks 
rallied and smaller technol- 
ogy stocks slumped in early 
afternoon trading, fallowing 
a recovery in bond prices, 
writes John Labette m Near 
York. 

The Dow Jones Industrial 
Average gained 49.09 at 
7,721.88. The broader Stan- 


Shara price and Index {rebased) 
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dard & Poor's 500 index rose 
5.85 at 890.99. 

Leading winners in the 
Dow included Allied Signal, 
which rose ¥1% to $85%. and 
Al uminum Company of 
America, up $1% to $77. IBM 
rose $1£ to $92 and Union 
Carbide surged $1% at $48ft. 

Coca-Cola, which released 
second-quarter volume esti- 
mations in line with expecta- 
tions, gained $1% to $88%. 

Among the biggest losers 
in the Dow were Walt Dis- 
ney, which fell $1% to $78%. 
and Hewlett-Packard, down 


$1 to $55. Tobacco company 
stocks traded unevenly, with 
Philip Morris falling $% to 
$43% while RJR Nabisco 
edged up $& to $33&. 

Technology stocks edged 
down as the Nasdaq compos- 
ite index lost 4.6 to 1437.47. 
Similarly, the Russell-2000 
index of smaller-company 
stocks lost 2.61 to 393.76. 
Leading the downward drift 
were Microsoft, off $1% to 
$125 and the semiconductor 
leader. Intel, which lost $2% 
tO$139ji. 

Dell Computer, which was 
the biggest gainer in the 
S & P 500 for the first half of 
1997. gave up some ground, 
losing $2% to $114{4- 

Pharmaceutical producer 
Warner-Lambert surged 
ahead $€£ to S130& while 
Abbott Laboratories lost $£ 
to$86{i- 

Foll owing Monday’s court 
decision against its merger 
with retailer Staples, Office 
Depot plunged $3£ or 20 per 
cent to $15%. Traders were 
more kind to Staples, which 
was up $1% or nearly 5 per 
cent to $24%. 

Financial stocks edged 
higher as bond prices 
rebounded in morning trad- 
ing. Among banking stocks 
Citicorp gained $2$ to $123% 
and BankAmerica added $2 
to $66£. State Street gained 
$2% to $48%. 

Brokerage firms were 
more mixed, as Merrill 
Lynch rose Sift to 61 ft, 
Charles Schwab gained $ft 
to $41% and Hambrecht & 
Quist lost $% to $32%. 

• Canadian markets were 
closed far a public holiday 


A firm dollar, a strong start 
on Wall Street and an out- 
break of position-taking by 
traders ahead of Monday's 
options expiry sent PARIS to 
a record close. 

The CAC 40 index burst 
firmly through the 2,900 
level to close with a gain of 
85.78 or 3 per cent at 2£44J>4, 
although much of the day’s 
activity was said to be tech- 
nical. Cash market volume 
was relatively unexciting at 
16m shares. 

Mlchelin turned in the 
day’s top performance in 
spite of more bad news for 
the sector in the shape of 
French car sales in May 
which tumbled more than 30 
per cent. Michelin gained 
FFr25.2 or 7.1 per cent to 
FFr378.1. 

L'Oreal jumped FFr122 to 
FFi2J>84 helped by a market 
outperformer recommenda- 
tion from Goldman Sachs. 
Bancaire responded to fur- 
ther restructuring news - 
this time disposals - with a 
gain of FFr30 to FFr780. The 
surge in dollar stocks was 
led by Rhdne-Poulenc with a 
rise of FFrll.90 to FFr251.90 
with Total, up FFr26 at 
FFr620, not far behind. 

Usinor continued to makA 
rapid progress ahead of pro- 
motion to the CAC 40 later 
this month. Aided by a reit- 
erated buy recommendation 


Eurotunnel 


Share price & index (rebased) 
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from HSBC James Capel, the 
shares rose FFrl.90 to 
FFrlOLD. 

Debt restructuring hopes 
got behind Eurotunnel 
which surged 45 centimes or 
nearly 7 per cent to FFr&90 
in heavy volume with 4.4m 
shares changing hands. 

FRANKFURT looked for 
support to continuing dollar 
strength, futures-led buying 
initiated by the early gains 
an Wall Street and a firmer 
band market The Ibis-indi- 
cated Dax index picked up 
67.95 or L8 per to a record 
high of 3,834.84. Turnover, 
however, edged hack to 
DM 13 ? .bn 

Chemicals were helped by 
a rash of buy recommenda- 
tions. Hoechst rose DM4.89 
to DM78.79 as CS First Bos- 


ton and Salomon Brothers 
upgraded the stock and CS 
set a target price of DM90. 
The upgrades came after a 
presentation to analysts in 
London by the Hoechst 
chair man, Mr Juergen Dor- 

mann. 

The upbeat mood spilled 
over to the rest of the sector. 
Bayer firmed DM2.65 to 
DM70.15 and BASF was 
marked DM2.40 up to 
DM65.90. 

Porsche preference shares 
continued to perform 
strongly after SBC Warburg 
set a year-end target of 
DM3,000 and Lehman 
Brothers went one better 
with a target of DM3,600. 
The shares added to Mon- 
day’s DM180 rise with 
another of DM130 to 
DM2y480. 

Mr Christopher Will at 
t .ehmans also raised his fis- 
cal 1997 earning s per shar e 
estimate to DM60 from DM50 
after Porsche confirmed that 
it had cleared the last major 
components supply bottle- 
neck which would enable the 
company to meet strong 
demand for its Boxster 
model. 

Other motor stocks moved 
ahead. VW, a good performer 
last week, added DM17J20 to 
DM1,339.20. Daimler-Ben2 
rose DM250 to DM14&10 and 
BMW advanced DM6.50 to 
DM1,428.50. 

AMSTERDAM reversed 
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three days of declines to 
push file AEX index up to 
within a whisker of its 
all-time high. Royal Dutch 
had a good session, helped . 
late m the day by US buying, 
and Heineken rallied 
strongly. At the close, the 
AEX index, was up 9.76. at 
87L3I in average volume. - 
. Royal Dutch led the inter- 
nationals higher on the back 
of a firmer dollar. It 
advanced F1-L60 or 4b per. 
cent to FI 106.7 and Unilever, 
gained FI 10.10 to FI 42&3. 
Heineken. off nearly 6 per 
cent m two days, rallied F18 
to FI 343 after rival brewer 
Grolsch denied that it was 
involved in takeover talks. 

Among smaller caps. Oce . 
eased FI 1.20 to F12S2 ahead 
of Frid ay’s results. 

ZURICH returned to the 
upward path after Monday's 
pullback, but the 34.2 
advance in the SMI index to 
5.S4B left the market well 
short of the aH-time high of 
5,7003 set last Friday. Blue 
chips, hard hit the previous 


session, managed to- make 
up some of the lost ground; 

In the pbanhaceutical sec- 
tor, Novartis bearers closed 
SFxi5 higher at SFrt.347 
while Roche certificates rose 
SFifl5 to SFrlWOO Clariant 
was SFX27 higher at SFT972. 

In the financial sector, 
UBS closed SF24 higher at 
SF1.694 an. concerted buying 
after It released an option on 
its own shares. CS Group 
recouped .SFrA50 of Mon- 
day’s 4.3 per cent tumble to 
finish at SFrl92. 

SAirGroup, formerly 
Swissair, rose SFr37 to 
SFri.673 after its Sabena 
partner released better-than- 
expected first-half traffic 
results. 

MILAN perked up late in 
the day, and while the Camit 
index registered a fall of 0.95 
to 834.13, the real-time Mlb- 
tel index picked up 295 to 
dose at 13,477. 

Banks were among the 
day's best pofarmers, led by 
Credito Italiano which 
jumped L192 at L3^99. Bd 


followed suit with a rise of 
LIST at L3.720. 

• Export-oriented clothes. 
manufac turers stepped into, 
the spotlight, boosted by the 
strength of the US currency. 
Benetton rose L 1 .095 to 
raft ,374. Stefanel was L129. 
higher at L2.722 and Mar? 
zotto picked up L443 at. 
L14.691. Industrials also per- 
..formed well with Fiat. Ll88 
higher at IA29S while Ttinr 
led the telecommunications 
stocks higher with * "tlW 
rise to L5.62S. 

OSLO experienced a dra- 
matic bounce for Nyccmed 
on news of the planned . 
merger with Amersham 
International of the UK. The 
stock surged NKr24£0 or 22 
per cent to NKr l3 2 .fi in 4m 
shares traded. 

MADRID closed at a 
record high as the general 
index moved up 8.23 to 
608.58, although turnover 
was light at PtaB3.4bn. 

Endesa, the electricity 
group, rose Fta500 " to 
Pta 12,920. sharply outper- 
forming the market in a ses- 
sion where sellers of the 
stock were thin on. the 
ground. Analysts attributed 
the day's rise to good pros- 
pects for Endesa’s autumn 
privatisation, the dividend 
payment next week and u 
forthcoming share split 

Written and edftsd by Mchaol 
Morgan and Jeffrey Brown 


Tokyo slides 2.1% as financial scandal widens 


ASIA PACIFIC 


Sao Paulo surges ahead 


SAO PAULO shot forward 
during a mo rning of hectic 
trade following the strong 
start on Wall Street and a 
dramatic rally for Telebras 
in ADR form. At midsession, 
the Bovespa index was up 
305 or 2.4 per cent at 12,873. 

After three straight ses- 
sions of decline, the bargain- 
hunters were said to have 
moved in aggressively. 

Leading stocks were seen 
as undervalued and there 
was good buying of Telebras 
and Electrobras, both of 
which Fell heavily on Mon- 
day. 

Telebras, down more than 
2 per cent in the previous 
session, jumped 29 per cent 
to R$168 while Electrobras 


surged 2JB per cent to R$660. 
Iron ore giant Vale do Rio 
Doce added 1.9 per cent at 
R$2425. 

MEXICO CITY moved 
lower after a further round 
of profit-taking set in follow- 
ing the record high reached 
at the end of last week. Tel- 
mex dipped 0.06 pesos to 
19.08 pesos. The IPC index 
was trading 37.26 lower at 
4,495.23 at midsession. 

CARACAS was also 
weaker at midsession with 
the IPSA index slipping 7-L36 
to 9,199.02. Santa Isabel, the 
supermarket chain, lost 8.00 
pesos to 852 pesos after a 
leading broker's sell recom- 
mendation. 


South Africa edges higher 


A bond market rally and a 
strong futures market kept 
shares iu Johannesburg 
pointing higher in a mostly 
mixed sessiou - but only 
just At the close, the all- 
share index was up 0.1 at 
7,420.1 after another day of 
heavy volume. 

Industrials were firm in 
spite of a profits warning 
from engineering heavy- 
weight Murray & Roberts, 
and golds shrugged off fur- 
ther weakness for bullion to 
rally gently. Bonds and the 
rand rallied following a fur- 
ther relaxation for exchange 
controls. 

The industrials index fin- 
ished 18.2 higher at 8,808.7. 
South African Breweries 


added 75 cents to R140 and 
Richemont gained more 
than 3 per cent to a new 
high of R69. 

The main black spot was 
Murray & Roberts which 
tumbled R1.65 or 15 pm- emit 
to R9.00. 

Bullion continued to wilt, 
slipping below S334, but 
golds rallied, with the index 
adding 3.6 at 968.9. Vaal 
Reefs advanced R3.50 to 
R222J5 and Kloof put on 65 
cents to R27.75. 

Randgold. under pressure 
recently from both the bul- 
lion price and a lower-than- 
expeeted listing price for its 
resources unit in London, 
bounced Rl.00 or 5 per cent 
to R21. 


Tokyo fell nearly 2.1 per cent 
as the widening aremdai in 
the securities industry 
fuelled new anxieties about 
the health of Japan’s finan- 
cial system and sparked a 
slide in Nikkei-225 futures, 
writes Owen Robinson. 

The Nikkei 225 average 
tumbled 429.44 to 20.175.52 
after moving between 
204.4251 and 20,561.56. 

Financial issues were 
heavily sold following media 
reports implicating the three 
other leading securities 
houses in the samp racketeer 
scandal ensnaring Nomura 

Nomura feU Y30 to YL550. 
Daiwa slipped Y1 to Y903. 
Yamalchi lost Y3 to Y338. 

Hong Kong remained closed 
but an indicative index, 
reflecting Hong Kong shares 
traded in London, added to 
Monday's 16.01 fall to close 
down 51.52 at 15,145.27. 
HSBC eased 50 cents to 
HK$232 in trading on Seaq 
International in London. 
Shanghai and Shenzhen 
remained closed. 

but Nikko rose Y2 to Y707. 

Declines overwhelmed 
advances 918 to 234 with 117 
unchanged. Volume rose 
from 317m shares to an esti- 
mated 341m. The Toplx 
index of all first-section 
stocks slid 24.43 to 1,529.38 
and the capital-weighted 
Nikkei 300 was down 520 at 
296.58. 

In London, the ISE /Nikkei 
50 index rose 4.98 at 1,619.57. 

Among the handful of 
advancing issues, same high- 
tech stocks continued to ben- 
efit from the firmer dollar. 
Tokyo Electron gained Y90 
to Y5.570 and Advantest Y20 
to YB320. 

However, NEC, the day’s 
mast active issue, fell YBO to 
Y1.540 following a ratings 
downgrade by Nomura 

Other blue-chip exporters 
were mixed TDK rose Y50 to 
Y8.460 but Sony shed Y0O to 
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Y9.930 and Fujitsu lost Y30 
to Y1.560. 

Carmakers mostly tum- 
bled, with Toyota down Y50 
at Y3.330 and Honda Y80 at 
Y3.370. Mazda bucked the 
trend, hitting an intraday 
high for the year of Y418 
before closing at Y415. up 
Y15, on reports that it will 
raise the utilisation ratio at 
one of its main Japanese fac- 
tories to step up exports of 
its new 626 model to Europe. 

Minolta rose Y21 to Y739 
while Nikon slid Y60 to 
Y1.870. Japan Airlines con- 
tinued to gain ground after 
recent declines, rising Y9 to 
Y530. 

Dali chi Pharmaceutical 
fell Y30 to Y 1,990 fallowing 
reports of deaths caused by a 
cancer-treatment drug. Yak- 
ult Hons ha, which also 
makes a version of the drug, 
fell Y40 to Y1220. 

In Osaka, the OSE average 
slipped 273.01 to 21,114.04 
and volume eased to 12.4m 
shares. 

SEOUL jumped 1.7 per 
cent as June's monthly trade 
surplus, the first since 
December 1994. fuelled 
active buying Interest across 
the board. The composite 
index closed 12.63 higher at 
75&03, up from the day's low 
Of 744.67. 

The Improved trade fig- 
ures sparked active buying 
interest among blue chips, 
including Samsung Electron- 


ics which rose Won500 to 
Won7l.000 and ste elmake r 
Posco which added Wan2.400 
to Wanfi&OOO. 

LG Electronics recorded a 
new 1997 high of Wonl7,800, 
up WonL300, on the bade of 
active foreign buying inter- 
est. Brokers said that 
healthy buying orders 
spread into financial shares, 
especially in securities 
houses, taking the securities 
sub-index up 6.7 per cent. 

Cho Hung Bank rose 
Wan270 at Won and Daewoo 
Securities rose to its upper 
limit at Wonl7,300. up 
WonL200. 

JAKARTA notched up 
another record dose, adding 
7.06 or 1 per cent at 731.62 on 
the composite index in good 
two-way turnover of 


Rp6S9bn. Telkom and Sam- 
poeraa again attracted 
heavy buying. Sampoema 
rose 5.4 per cent to Rp0,775 
in 29m shares while Telkom 
was last traded at Rp4,075, 
up RplOO. 

SYDNEY ended easier but 
well above morning lows fol-' 
lowing better-than-expected 
May trade figures. The All 
Ordinaries was down 4.7 
points at 2.72L2 after a ses- 
sion low of 2,701.1. 

BHP gained 4 cents to 
A$Z9.52 while Rio Tinto 
came off 11 cents to A$22.47. 
NAB added 5 cents at 
AS 19.02 but banks were 
mostly dulL 

Commonwealth dipped 16 
cents to AS1K84. Westpac 6 
cents to A$7-91 and ANZ 4 
cents -to A$9B6. News Carp 


gained 12 cents to AS6.47. 

WELLINGTON followed up 
Monday's 2.4 per cent surge 
to an all-time best with a 
steadier performance which 
left the 40 capital index 
down 1L10 at 2,490.86. Deal- 
ers said profit-taking was 
minimal and that sentiment 
remained A r m • • 

NZ Telecom was the: most 
actively tradedstock, adding 
5 cents at NZ$7.55. Carter 
Holt Harvey came off 11 
cents to NZ$&70. Air New 
Zealand A added 6 cents at 
NZ$3.14. -• 

MANILA , recovered 
slightly at the close on late 
buying after drifting in nega- 
tive territory most of the ses- 
sion. The composite index 
ended R33 higher at 2£I5.54 
after hitting an intraday low 


of 2,736.09! Turnover was low 
at l.5bn pesos. 

KARACHI powered IE per 
cent higher, mainly on 
demand for PTCL. Hub 
Power and a few other blue 
chips which were bought by 
local and foreign investors. 
The KSE-100 index rose 27457 
to end at 1,59330. PTCL rose 
Rs0.75 to RS31.75 and Hub 
Power Rsl to Rs4L90. 

. BOMBAY maintained 
some of the momentum that 
took the market up 3 per 
cent an Monday as follow- 
through buying took the 
BSE-30 index up another 
44.77 to a 20-month high of 
4,300.86. 

Analysts noted that 
demand continued to be 
focused on cement, financial 
and multinational stocks. 
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The triple-A 
bank that's 

making a 

new name 
for itself in 
London. 


BwrqueAlB London Branch la tho now name, but everything else about 
our organisation Is wall established. 

Located In Paris and London. Banque AIG Is the European arm of A1G 

RnanclerfPtoductsCoep^a wholly owned end guawantsad subsidiary of American 

I ntarne dowl Group, Inc, world l ea d e re in Insurance and financial services. 

Bancjue AK3 combines triple-A debt ra ttr e ge with creative struc turing 
to give corporations, financial institutions, governm en ts . and agendas the 
confidence and quality they n ee d In a long-term financial part n e r. Our ability 
to provide Innovative structures Including long-dated transactions offers our 
clients added flexibility. Our unlgue position In the currency. I nt ere s t rate and 
equity mai-fcete generates valuable cr o ss marfa e t opportunities. And our 
expertise In legal, regulatory, accounting and tax matcars leads to efficient 
and complete solutions. 
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The Compaq-Tandem merger points 
to a new trend. Tired of problems of 
incompatibility, customers are telling 
vendors they want to rely on one or 
two suppliers able to provide a full 
range of integrated products and 
services, writes Paul Taylor 

Purchasers 
plump for 
the ‘one 


stop shop’ 


T he decision announced by 
Compaq Computer last 
week to buy fellow US 
manufacturer. Tandem, in a 
share swap deal valued at $3bn. 
has highlighted the fundamental 
restructuring now taking place in 
the data processing industry. 

The deal, designed to transform 
Compaq from being the world's 
biggest persona] computer manu- 
facturer into the overall leading 
computer-maker by the year 2000, 
is the latest in a string of multi- 
billion dollar acquisitions over 
the past six months in the com- 
puter and networking equipment 
industry as vendors scramble to 
offer their customers a ‘one-stop- 
shop’. It will enable Compaq, 
already the leads' in the personal 
computer and PC server markets, 
to extend Its product range into 
high performance enterprise 
servers. 

Even before last week’s 
announcement. Compaq, which 
recorded sales last year of 
Sl8.1bn, had set itself a goal of 
more than doubling sales to 
$40bn by 2000. The company, 
which enjoyed 1996 revenues of 
CL9bn, is best known fbr its fault- 
tolerant computer systems. These 
are guaranteed not to fell and for 
this reason handle highly critical 
functions, intending 80 per cent 
of the world’s automatic teller 
machine tra n sactions. 

The deal win allow Compaq to 
compete, at almost every level of 
computer power, with the world's 
biggest computer companies. 
fnc ln d hi g International Business 
Machines (IBM), Hewlett-Packard 
and Digital Equipment 
The acquisition talks, accord- 
ing to Mr Eckhard Pfeiffer, Com- 
paq's chief executive, grew out of 
a technology partnership 
between the two companies. Par 
the past year. Tandem and Com- 
paq have been collaborating an 
the development of ‘clustering’ 
technology which hooks several 
servers together to increase the 
performance and reliability of a 
corporate system. 

Clustering is seen as a key 
technology making it passible far 


computers built around Intel’s 
low cost microprocessors and 
Microsoft’s Windows NT operat- 
ing system to compete against 
proprietary-based systems for 
palp s in ‘mission critical' corpo- 
rate applications. 

“As we discussed industry and 
product directions we realised we 
had a tremendous joint opportu- 
nity," said Mr Pfeiffer, who 
describes the merger as ‘a perfect 
match’. 

The acquisition will quickly 
boost Compaq's ability to address 
a much broader market for 
‘enterprise class' computers, the 
company claims. As well as giv- 
ing Compaq an entry into this 
market for powerful computer 
systems, the deal will put it in 
the forefront of electronic com- 
merce technology, where Tandem 
has been a pioneer, and bring 
about a doubling of Compaq's 
sales force to about 8,000 people. 

Last week's deal with Tandem 
follows reports of aborted acqui- 
sition talks between Compaq and 
Digital Equipment, and with 
Gateway 2000, a rival PC com- 
pany. 

Most analysts agree that Tan- 
dem appears to be a better fit 
with the Texas-based PC manu- 
facturer. “Tandem offers net- 
working expertise, software- 
based transaction processing, and 
a vertically focused direct sales 
and services organisation,” an 
assessment of the deal by 
researchers, the Yankee Group, 
noted. 

“This fits well with Compaq's 
premium pricing, quality brand 
image push towards high-end 
clustered servers. Compaq had 
been trying to make a decision 
between two radically different 
alternatives, the consumer and 
commercial markets. This marks 
a clear decision [to move] 
towards corporate clients." 

Compaq has not been the only 
PC vendor to face this dilemma. 
The continuing pressure on PC 
prices and margins, coupled with 
new competition, particularly 
from Japanese and other elec- 
tronics groups from the far east 



The financial services industry is among the IT industry's most mi pm t en t c u stomer s . Under i n ten se pr e ssu res from competitors, financial companies want the latest technologies. Companies are also 
taking a broader, ‘e nterprise view* of their IT operations: incre asi ngly, they are looking for ■end-to-end’ equipment suppters to meet their network requirements 


such as Korea's Samsung, has 
meant that traditional PC manu- 
facturers have had the choice of 
either cutting costs and trying to 
achieve huge sales volume 
growth, or of expanding into 
higher margin segments of the 
industry, such as portables and 
servers. 

Although Compaq has man- 
aged to hang on to its title as the 
world's biggest maker of personal 
computers, it has been losing 
share to rivals such as Dell, 
which sells inexpensive machines 
directly to companies instead of 
through third-party distributors. 
While Compaq's US sales of PCs 
grew a brisk 31.9 per cent in the 
first quarter of this year, this was 
less than half the rate of number 
three ranked Dell and number 
four ranked IBM, according to 
market researcher Dataquest. 

Personal computers, which cost 
around $1,000 for an entry level 
machine in the US, have gener- 
ally become less profitable as 
their makers have cut prices to 
m a tch lower costs and to encour- 
age continued demand. To offset 
this decline in profitability in 
their core products Compaq, Dell 
Computer and other Industry 
leaders have sought to expand 
their product range and develop 
higher m a r gin products. 

Dell, for crxample, has used its 
direct sales model and build-to- 
order manufacturing operations 
to slash inventories and cut costs 


to the bone. At the same time, 
the co mpany hflH made a highly 
successful assault on the portable 
market and has recently targeted 
the server market - Compaq's 
traditional stronghold - with low 
price, highly featured products, 
forcing Compaq to respond with 
deep price cuts. 

Just as Compaq's purchase of 
Tandem puts it In a position to 
challenge IBM as the leading full- 
range or ‘one-stop-shop’ com- 
puter vendor, similar moves are 
under way in the networking 
equipment sector where rival 
vendors are keen to pursue Cisco, 
the clear market leader. 3Com 
has spent $8bn on the purchase 
of US Robotics, the modem 
maker, Ascend has moved to buy 
Cascade, and there have been a 
number of other big-ticket deals. 

C isco itself has built its 
end-to-end networking 
product portfolio through 
a st unning series of acquisitions 
in recent years, culminating in 
its $4bn purchase of Stratacom, 
15 months , ago. As Mr John 
Chambers. Cusco's chairman and. 
chief executive, observes. (See 
view from the top, overleaf), cus- 
tomers are increasingly demand- 
ing that information technology 
suppliers provide a full range of 
products and an integrated pack- 
age of services. 

After flirting with so-called 
open systems and struggling with 


the problem of incompatibility 
associated with using equipment 
from a wide range of vendors, 
they are telling companies such 
as Cisco and Compaq that they 
want to move bat* towards rely- 
ing an just one or perhaps two 
main IT suppliers. 

As Mr Chambers, a former IBM 
employee himself notes, they 
want the type of comfortable 
relationship that they once had 
with IBM, hut without the arro- 
gance and high-priced propri- 
etary technology that were once 
associated with doing business 
with *Big Blue'. 

According to Mr Chambers, 
several of Cisco’s leading edge 
customers in New York 
approached him early last year 
saying they wanted Cisco to be 
their “whole network vendor”. 

They told him they wanted 
Cisco to make the products 
“work even better together than 
they do today", that they wanted 
Cisco to be able to design the 
network and help to solve prob- 
lems across the network, and per- 
haps most importantly to help 
them focus on those business 
activities where they could 
recoup their investment 

The reasons for this shift are 
simple. First ever-shorter IT, 
product life-cycles mean that 
many corporate IT departments 
simply cannot keep pace with 
Chung s- Tn addition, in the net- 
working sector in particular. 


systems are becoming very com- 
plex at a time when skill short- 
ages are greater are, therefore, 
increasingly dependent on their 
suppliers to design, install and 
manage their internal systems. 

Second, some of the IT Indus- 
try’s most important customers, 
such as the financial services sec- 
tor, are under growing pressure 
to speed up development cycles 
and speed up time-to-market. 

They cannot afford to spend 
time evaluating new systems and 
sorting out incompatibilities. 
They want the latest technology 
and they want it to work immedi- 
ately. 

Third, companies are begin- 
ning to take a broader ‘enterprise 
wide’ view of their IT operations. 
They are integrating departmen- 
tal networks and geographically 
dispersthe wider Internet 

Fuelled by the phenomenal 
growth of the internet and the 
widespread adoption of stan- 
dards-based internet technolo- 
gies. they are building intranets 
and extranets to tie together 
their internal operations and 
those of their suppliers and cus- 
tomers. 

In order to minimise the risks 
associated with intranetworking, 
they are looking for ‘end-to-end’ 
equipment suppliers that can pro- 
vide them with the all the net- 
work ‘plumbing* - the hubs, 
bridges, routers and switches - 
and the network management 


software which they need to 
build and run their systems. 

As the recent spate of deals 
show, these pressures are already 
contributing to a wave of consoli- 
dation within the computer and 
networking industries, and the 
birth of a new group of ‘super 1 
broad-range equipment suppliers 
whose global reach, high vol- 
umes and deep pockets insulate 
them from the industry’s cyclical 
downturns. 


ON OTHER PAGES 

□ VIEWS FROM THE TOP. 

Rod Nawtng interviews 

Thn Berners-Lee, inventor of the 

World Wide Web: Page 12. 


□ Geoffrey Naim interviews Jim 
Barksdale, president of Netscape, 
the world's fastest-gnawing 
software company: Page 12 


□ Paul Taylor interviews Lars 
Nyberg, chief executive of the 
re-bom NCR, ‘the world’s oldest 
high-tech start-up.' Nyberg tells of 
his alms to make the 113-year-old 
business a world class company: 
see Page 2 

□ Univerea 97: awards for 
software and service companies: 
see this year’s winners. Page 1 1. 
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In business, it's not keeping up that matters. It’s staying ahead. 

And the Apricot VS550 from Mitsubishi is one PC that will have 
you storming ahead of toe field. 

It’s based on the fastest of Intel’s new generation Pentium* 
Processors with MMX™ fcechnologR toe 200MHz. 
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performance boost of up to 20% across all applications and up to a 
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nnh» a fast PC and you should see for yourself how 
the Apricot motherboard optimises toe processor’s 
perfor mance benefits right across the system. 
Especially with 32Mb of HAM and 15" Mitsubishi 
- 1 ■ DiamondScan colour monitor included in the price- 
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CHAMBERS, president of Cisco Systems, talks to Paul Tayfor 

Big shift in corporate attitudes 
on electronic commerce 


Network commerce is going to 
change the competitiveness of all 
industries, says John Chambers, head 
ot Cisco Systems. Companies - or 
countries — which fall behind in this 
area will not remain competitive 

C isco Systems has a ware you buy, it's how you 
UMTket capitalisation do the system integration 

Of arOUnd td/1Kn hut aiu) mt inrinne mmdnnc tn 


of around $40bn, but 
even though the networking 
equipment market leader 
provides much of the 
^plu mb i n g* for the internet, 
it is barely known outside 
the information technology 
sector and Wail Street 

Founded in late 1984 by a 
small group of computer sci- 
entists from Stanford Uni- 
versity who wanted an 
easier way to co nne ct differ- 
ent types of computer 
systems, the company 
shipped its first product - a 
network “router’- in 1986. 
Since then, the explosive 
growth of corporate net- 
working and the internet, 
coupled with a string of 
acquisitions, has catapulted 
Cisco into the big league. 

fn just the two years since 
Mr John Chambers took over 
as president and chief execu- 
tive, he has grown the com- 
pany from $l-2bn in annual 
revenues to its current run- 
rate of more than S6bn and 
turned Cisco into the third- 
largest company traded on 
the Nasdaq stock market 

“This business used to be 
one where people focused on 
products and technology,” 
says Mr Chambers, who pre- 
viously worked for Wang 
laboratories and IBM. “What 
has changed in the 18 
months is that customers 
have really started to focus 
on an end-to-end solutions - 
and a (single) vendor, or 
very few vendors, to do 
that" 

He believes this trend 
towards ‘one-stop-shopping’ 
is being driven by a number 
of factors including the real- 
isation that the purchase 
cost of a network only repre- 
sents a fraction of the total 
cost 

"The cost of the network is 
not the hardware and soft- 


ware you buy. It's how you 
do the system integration 
and get various vendors to 
play together, it's how you 
do the systems administra- 
tion that goes with it, it's 
bow you do problem deter- 
mination," be says. 

At the same time, be says 
customers tell him that they 
cannot hire people quick 
enough to build and operate 
their complex enterprise net- 
works - and that, from a 
cost-perspective, each ven- 
dor they add probably costs 
10 per cent to 15 per cent 
more. 

The second big change is 
in corporate attitudes to 
technology, be says. "I used 
to be the most requested 
speaker for home office [cor- 
porate headquarters] visits, 
tailring about the strategy, 
the company, the industry. 
Behind me were my best 
technicians, either engineers 
or people who really under- 
stood how the technology 
worked. 

"Today, the number one 
requested speaker Is my 
chief information officer. 
They want to know how we 
are applying the technology 
because we have a 22 per 
cent increase in productivity 
for the whole company, last 
year alone, in our implemen- 
tation of the internet and 
web-based architecture." 

A year ago, he says, no- 
one would have invited 
Cisco to talk to the board of 
directors unless it was on 
how to manage faster 
growth. Now, he receives 
invitations to talk to big 
company boards every other 
week. 

"We are seeing senior 
management really sit up 
and realise what this can 
really do for, or to them. 
What customers are saying 
now4s that the technology is 
nice, but they are finally 



Chambers: a passionate advocate ot electronic or network 
commerce, espedaMy business-to-buskiess appBcatiora 


beginning to focus on solu- 
tions. 

"People understand this is 
the major productivity tool 
for the next decade in busi- 
ness,” he says. Many compa- 
nies have also realised that 
exploiting the opportunities 
provided by enterprise net- 
working will determine how 
much they grow, or perhaps 
even their survival. 

Mr Chambers also insis ts 
that it is not just service sec- 
tor companies, such as 
banks, which are beginning 
to exploit internetworking 
technologies. 

"Boeing was able to build 
their 777 plane two years 
earlier than they would have 
been able to without net- 
worked integration - it was 
built entirely without paper 
they carved it into sections, 
put teams together round 
the world and made them 
work very effectively 


together. And they probably 
had a 20 to 30 per cent 
increase in productivity as 
well.” 

The Cisco chief executive 
says that companies that 
implement internetworking 
can expect a huge payback. 
“Sixty per cent of the cus- 
tomers who have done inter- 
networking applications in 
the last year, saw a major 
payback within a year, 35 
per cent said it was too 
early, and only 5 per cent 
didn't see it. 

"At Cisco, our average pro- 
ductivity Increase by using 
the internet is between 50 
and 100 per coot This last 
year we saved $350m - and 
that's a conservative number 
- on an expense base of 
SlJjbn." 

Such productivity gains 
are crucial to Cisco if it is to 
retain its market leadership. 
“We have to bring down the 



If you had to under-go triple by-pass coronary 
surgery and the surgeon mentioned that he trad 
never actually performed any operations, but read 
a couple of books on the subject - how highly 
'would you rate your chances of survival? 




Call Safetynet today on 0500 S55 311. Because 

tomorrow - you never quite know. 




price performance of our 
products 25 to 30 per cent a 
year," says Mr Chambers, If 
we don't do it somebody else 
wilL 

"We don’t want to Call into 
the trap that IBM and others 
made of charging what I con- 
sider were inappropriate 
prices because they had too 
large a market share. Thao, 
when people such as Cisco 
came along, they took the 
market from them. Our phi- 
losophy will be to be very 
competitive about meeting 
customer expectations. We 
will do that first because we 
think it is right, but candidly 
we also do it because tt is 
survival. I have learned that 
the hard way with two com- 
panies that didn't under- 
stand that.” 

Cisco has achieved its 20 
per cent productivity-gain 
through a number of inter- 
net-related initiatives. For 
example, most of Cisco’s cus- 
tomer service and support 
operations have been 
switched to the internet, sav- 
ing dramatically on head- 
count, while maintaining or 
improving customer satisfac- 
tion. 

Cisco also uses the inter- 
net for recruitment. "Sixty 
per cent of the people who 
join Cisco join because they 
have a friend at Cisco and 
they use the internet to 
access what jobs are avail- 
able," says Mr Chambers, 
"That’s a huge drop in 
recruiting costs." 

Similarly, customer orders 
are increasingly placed Inter- 
actively over the internet. 
Sixteen per cent of Cisco's 
orders now come via the net, 
up from zero a year ago. 

Indeed, Mr Chambers is a 
passionate advocate of elec- 
tronic or network commerce, 
and be believes the forecasts 
that electronic commerce 
could reach $20bn to $50bn 
by the year 2,000 are far too 
conservative. He says Cisco 
itself will be selling the 
equivalent of $2bn-a-year of 
equipment via the internet 
by the end of this year. “If 
we are successful as a com- 
pany, we could do $10bn to , 
$l5bn by the year 2000," he 
says. 

“What a lot of people focus 
on is the consumer network 
commerce, when 90 to 95 per | 
cent will be business-to-busi- 

Torecasts that 
electronic 
commerce 
could reach 
$20bn to 
$50bn by the 
year 2,000 
may be far too 
conservative' 

ness. But let's assume the 
number Is SSOObn for the 
purposes of discussion. The 
10 per cent that is going to 
be consumer is going to be a 
$50bn number and that is 
still big, that’s what people 
write about, but that’s not 
where the leverage is. 

“What it is really going to 
be big is business -to-business 
(see report, page six), and 
you will see virtual network 
companies start to evolve, 
truly global virtual compa- 
nies. Companies will tie 
together their own 
operations in an enterprise 
network, with those of their 
customers, suppliers, part- 
ners and employees in ways 
that have never been done 
before. 

At Cisco, this is already 
becoming a reality. "We not 
only do just-in-time manu- 
facturing which is an ‘old’ 
concept," says Mr Chambers. 
"Our suppliers interface 
with us in such a way that if 
an order is placed with us, 
our suppliers know immedi- 
ately" 

Eventually, he envisages 
“a truly virtual manufactur- 
ing operation with products 
coming ’every which way' 
out of that operation. It 
makes it very easy for you 
and there will be huge effi- 
ciencies for me - and It will 
be all handled interactively.” 

Network commerce la 
going to change the competi- 
tiveness of all industries and 
people are beginning to 
understand that, says the 
Cisco chief. “Companies - or 
countries - which fall 
behind in this area will not 
be competitive. 

If I make a customer-call, 

I take a card and look down 
to see if they have an Inter- 
net address: if they don’t, I 
know it is going to he a 
tough call In the US. it is 
literally socially unaccept- 
able not to have your e-mail 
address on your ED card, 
even if you don’t use it." 


How the re-born NCR 
aims to become a 
‘world class cohioanv’ 


Staying ahead in die highly competitive data warehousing 
market is NCR’s biggest technology challenge: It is also 
plans to exploit the shift towards electronic commerce 


I nsiders describe NCR as 
"the oldest high-tech 
startup,” and say the 113- 
y ear-old group has gone 
through a re-birth since it 
was spun off again from 
AT&T at the start of the 


It Is an description that Mr 
Lars Nyberg, NCR’s Europe- 
an-born c h air m an and chief 
executive, Is comfortable 
with. "This company baa 
been through a very turbu- 
lent five to seven years with 
poor financial results. 

"We were in some real 
trouble in 1995. In 1996 we 
came out of a very deep 
black hole, so going public 
on January l [when the 
group was spun off a gain by 
AT&T! was the culmination 
of what we call the first 
phase, the turnaround, and 
zt was a sort of re-birth for 
this company." 

But despite moving from a 
net loss of S228bn in 1995 to 
a near break-even loss of 
$109m last year, Mr Nyberg 
insists there is still much to 
be done. "We havp three 
phases left before we are out 
of the woods," he says. 

"I have said all along that 
if you lose $2m a day as we 
did in 1995 far a whole year, 
including Saturdays and 
Sundays, it will take you 
some tune before yon are a 
respected, profitable, solidly 
performing, consistent com- 
pany. We are not that yet - 
we will become tt, but we 
are not that yet” 

He says NCR’s employees 
did a very good job last year 
"digging us out of that black 
hole," but he adds: “My big- 
gest fear has been a degree 
of complacency ... for me, 
personally, this year is as 
crucial as 1996. We have to 
see some growth this year, 
we have to see farther 
improvements over last 
year." 

Over the next three years 
he has set a growth target of 
between 9 and 12 per cent 
annually. That will be a 
tough challenge for NCR 
whose revenues actually 
declined by 12 per cent in 
the first quarter. "I can 
explain currency and all that 
stuff for a while." says Mr 
Nyberg. “but it stfll remains 
four or five per cent decline 
of revenue in a ‘real apples 
for apples’ comparison.” 

While it is relatively easy 
to take out expense and 
improve margins. Mr Nyberg 
acknowledges that getting a 
growth mentality into a com- 
pany is “a totally different 
challenge." 

“The good news is that we 

have had five consecutive 
quarters, including the first 



Nyberg: *We must antici pate customers’ business chaRengss and 
proble ms - and adapt our technology to provide solutions’ 


quarter of this year, with 
order growth which indi- 
cated to me that we are on 
tiie right track.” 

As part of that process. 
NCR’s resources have been 
focused behind three key 
technology areas playing to 
its historic strengths: bank 
automated teller machines 
(see report, page 9) and the 
financial services industry; 
point-of-sale (PoS) operations 
in the retail sector; and data 
warehousing, where NCR 
acquired Teradata in 1992. 

Tm a strong believer that 
you have to be number one, 
two or possibly number 
three in the world if you 
compete in a global busi- 
ness." says the NCR chief 
executive. “We clearly com- 
pete in a global business." 

I ndeed, despite stumbling 
in the ATM market in 
1995, NCR is still the 
clear market leader in that 
segment, number two in the 
PoS business and number 
one in data warehousing. 

The strategy to achieve 
and build on this position 
breaks down into three 
stages. 

Phase one last year was 
the turnaround, phase two 
this year and next is profit- 
able growth; and phase three 
is creating what Mr Nyberg 
calls creating a world-class 
company. 

“We have to become world 
class in everything we do," 
he says. "Our inventory 
turns, our delivery sched- 


ules, our quality, all that has 
to be world class.” 

But Mr Nyberg also 
defines a fourth phase in 
NCR's renaissance 
’thought leadership’. He 
believes that if NCR is to 
become really successful in 
the long term, it must antici- 
pate its customer's business 
challenges anti problems and 
adapt its technology to pro- 
vide solutions. 

To illustrate the concept of 
thought leadership he gives 
an example: “The environ- 
ment for the b anks is chang- 
ing dramatically, most major 
banks, if not all major banks 
and their top executives, are 
concerned about the future 
of the hank. What is banking 
going to look like in the next 
five or six years? How does 
it affect the banks? Who do 
they go and talk to about 
that? If they ’think NCR’ 
(plus some others), then you 
are recognised as a thought 
leader. 

“For example, the branch 
network has been seen as an 
asset for 50 years, now it is a 
liability. We are marketing 
something we call the vir- 
tual branch', based on our 
self-service equipment, both 
ATMs inquiry terminals. 

“But we don’t only market 
those boxes, we market the 
whole concept, we even 
design the virtual branch for 

Continued on page 12 ; see 
also reports on virtual 
finance, page 7, future of 
ATMs, page 9 
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NEW WEB SITE COMPETITION 



Sponsored by UUNET UK 


A chance to win 
prizes in five areas 
of business 

Entries sr» now invited via the World Wide Web: 
the closing date is July 31 

The search continues to find the FT Business Web Site of 
the Year. Already, a wide range of entries have 
been made since the competition was launched in fast 
month's FT-fT Review. 

The FT is looking tor organisations which have used their 
web site to achieve commercial advantage in their particular 
market and can display evidence of the following: 

O Business transformation. 

O Innovation. 

G Measurable financial benefits. 

Thera wW be category prize winners and an overall winner 
which wHl be named as “FT Business Web Site of 1997". 

Competition winners wfli be announced at an awards 
ceremony in November 1997. Detato of the winning 
entries win also appear in the Financial Times. 

Competition entries are Invited via the web address for the 
fottowing categories: 

Z- Finance. 

£ Large organisations, 

(excluding those In the finance sector). 

C Small and medum-steed organisations, 
employing under 250 employees. 

C? The public sector. 

# Not-for-profit organisations. . 


Full details of the competition plus a question-and -answer 
facility for potential entrants and an entry form can be found 
at the web address, below. The competition w be open to 
companies In and outside the UK that toil into the 
categories, listed above. 

Entrants' web sites must have been established before 
January 1, 1697. Entrants' claims must be capable of 
being substantiated. If shortflsied, and candidates may be 
required to present to the judging panel, either in person or 
by videoconference, in September. 

Details of the competition, which is sponsored by UUNET 
UK. Europe's largest Internet service provider. 

For fid competition details, see the web site; 
httpywww.uunetj>toax.conVavents/n/ 


.■ FINANCIAL SERVICES # By Paul Taylor 

The race is on 

Financial service companies are rushing to offer 
customers electronic access to products and 
services, as new entrants and computer 
technologies erode traditional market boundaries 


T bs global financial ser- 
vice industry, already 
one of the biggest 
spenders on information 
technology, is in the midst of 
a IT revolution which Is 
reshaping products and 
delivery chann els and open- 
ing the gates to a flood of 
new entrants. 

Technology itself is usher- 
ing in a whirlwind of change 
in an industry where infor- 
mation is the business and 
where the efficient and effec- 
tive use of IT can mean the 
difference between survival 
and decay. 

"Financial services are 
moving out of the high 
street and into cyberspace 
and the realms of electronic 
communication " says Mr 
Steve Leegood, director of 
international finance busi- 
ness for Logica, the interna- 
tional computer services 
group. "New channels to 
market are emerging - tele- 
phone banking is increasing 
In sophistication, while elec- 
tronic channels, such as the 
internet and home/office 
banking software, are gain- 
ing ground.” 

Meanwhile, as a recent 
paper prepared for Interna- 
tional Business Machines 
noted: "Technology has 

reduced both the role and 
value of financial intermedi- 
aries. collapsing margins in 
many banking businesses 
including brokerage, corpo- 
rate lending and global cus- 
tody." 

The implications of these 
changes are profound. As Mr 
Walter Wrislon. the former 
chairman of Citicorp, 
observed: “Tire banking busi- 
ness used to have about 70 
per cent of the financial 
assets of the world. Now we 
have 30 per cent. Do you 
know any industry that 
went from 70 per cent to 30 
per cent market share and 
survived?" 

Such realisations are 
prompting a redrawing of 
the financial services land- 


scape. As the IBM paper 
notes; "Investment banks 
are sharing trading models 
and distributing research 
over the internet; electronic 
markets are being estab- 
lished by exchanges and 
other institutions; new 
direct hank* are appearing 
almost daily, offering a full 
range of services by phone, 
ATM or PC. And brokerage 
firms are offering online 
securities trading and access 
to real timn market data and 
sophisticated investment 
management tools." 

Financial institutions are 
being forced to spend 
heavily on IT in the late 
1990s not just to reduce 
costs, but to maintain an 
edge in an increasingly com- 
petitive market where new 
entrants, new channels to 
market and new technolo- 
gies such as smartcards and 
the Internet are eroding 
many traditional bo undari es 

I n Britain, the results of 

an Annual survey, just 

published by Price 
Waterhouse Management 
Consulting, show that the 
financial services sector 
plans to spend more on IT 
than for several years - 
despite growing concern 
about the failure rate or IT 
projects. 

The survey, conducted ear- 
lier this year among senior 
IT executives in leading UK 
financial institutions, found 
that almost two-thirds were 
planning to increase their IT 
spending and that the over- 
all level of IT spending had 
risen to nearly l? per cent of 
average total costs - and 
almost 25 per cent among 
investment banks. 

Perhaps not surprisingly, 
‘ensuring effective delivery 
of systems’ and the need to 
improve the systems devel- 
opment process have become 
the top priorities for many 
financ ial institutions. 

“The pressures on IT are 
set to grow significantly, cre- 


ated hy more demanding 
USerS and the immin ent 

'double trouble' of the year 

2000 date Issue and Euro- 
pean Monetary Union," says 
Mr Alan Johnson, a partner 
at Price Waterhouse. "The 
fixed nature of the time- 
scales and the vital nature of 
the changes will turn the 
screw even tighter." 

Meanwhile, competition 
for the traditional industry 
participants is intensifying. 
This reflects a number of 
factors including the deregu- 
lation of the industry and 
the impact of computer and 
network technologies which 
have helped render old geo- 
graphic and other bound- 
aries meaningless 

Today, currency and other 
commodity traders operate 
around-the-clock p»«arfng the 
book from one office to the 
next in a never-ending race 
with the spinning world. 
Similarly, pension funds bal- 
ance their portfolios by 
investing around the globe 
while retail and merchant 
banks have followed their 
inciustria] «nd commercial 
customers overseas in 
search of new markets. 
Banks, in particular, are fac- 
ing serious challenges from 
new entrants including 
banks from other geogra- 
phies such as Citicorp and 
from non-banks keen to 
exploit the power of their 
brand names. 

In the US, companies such 
as AT& T and General 
Motors have come from 
nowhere to grab a large 
chunk of the credit card 
business while, in the UK, 
Marks & Spencer. Sainsbury 
and Virgin have all recently 
entered the financial ser- 
vices market. 

“Retailers, car manufac- 
turers and airlines all know 
and exploit the value of 
branding." notes Unisys, the 
computer group. “They have 
established consumer loyalty 
in their original operations 
and are using it aggressively 



now to rater finanfriwi ser- 
vices markets. 

"As non-flnancial compa- 
nies enter the market with 
investment and other prod- 
ucts. their name alone will 
prise customers away from 
traditional providers . . Jew, 
if any, financial services 
organisations have th e same 
strong brand image that will 
keep customers loyal." 

U nisys argues that 
these new entrants 
have one other key 
advantage; they understand 
their customers' lifestyles. 
"Retailers are now building 
databases that will enable 
them within a few years to 
target specific marketing 
messages and propositions 
to clearly identified groups 
of individuals who share the 
same lifestyle vales. 

“To retain profitable cus- 
tomers, attract new ones and 
improve income, financial 
organisations must adopt 
the same branding and mar- 
keting techniques.” 

This is one reason for the 
surge of interest among 
financial institutions in the 
data warehousing technolo- 
gies developed by companies 
like NCR, the data ware- 
house market leader. 

Financial institutions, 
many of which are laden 
down with costly branch net- 
works and ageing infrastruc- 
ture, also face the risk that 
new entrants will ‘cherry 
pick' their best and most 
active customers using low 
co6t, high-tech delivery 
channels such as the Inter- 
net. 

As a report published by 


the London-based Centre for 
the Study of Financial Inno- 
vation last month, noted: 
“The internet has the poten- 
tial to bring about revolu- 
tionary change by tr ans - 
forming the way business is 
conducted, by providing a 
new means for delivering 
services and by imposing a 
new set of economies on the 
finance industry, particu- 
larly on the retail side." 

The CSFI report suggests 
the internet could do this by: 

• Stimulating more intense 
competition in the financial 
services market, for example 
by admiring new entrants, 
making pricing transparent 
and raising service expecta- 
tions to new levels. 

• Tilting the market In 
favour of service suppliers 
with technology and market- 
ing know-how, and against 
those with traditional skills 
and cost structures. 

• 'Empowering* the cus- 
tomer by giving him direct 
access to market informa- 
tion and providing him with 
the means to execute his 
own deals. 

• Removing geography as a 
constraint on the finance 
business - Door-based mar- 
kets. bank branches, 
national preferences - and 
creating an industry that 
exists almost entirely in 
cyberspace. 

“Because the internet will 
improve the convenience 
and reduce the cost of finan- 
cial services, the main bene- 
ficiary of these changes 
should be the consumer. In 
an internet world, he would 


Continued on next page 


New desktop 
video service 
for institutional 
investors 

A new vktoo-on-demand 
service for Institutional 
Investors defivers five and 
indexed coverage of 
corporate analysts’ 
meetings and brokers’ 
morning briefings direct to 
existing desktop PCs. It has 
already attracted more than 
20 of the UK’s largest fund 
managers, representing 
around 65 per cent of the 
UK funds under 
management 

The FT Veritas service, 
launched in April, alms to 
enhance investor relations 
for both large and 
medium-sized quoted 
companies. So far, 
companies with a combined 
market capitalisation of 
£200bn have contracted with 
Veritas to film their analysts' 
meetings. 

The service is also 
making headway in the 
stock broking community. 

"It is promising to 
significantly improve the 
way brokers communicate 
with their institutional 
clients. NafWest Markets 
already use Veritas to film 
and distribute their morning 
briefings and we are in 
disc u ssions with several 
other leading brokerage 
houses,” says Mr Ab 
Banerjee, managing director 
of the service. 

More details on tel: 

+ 44(0)171 873 4074 
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Business Systems Group 
London, 0171 880 8888 

Compel Pic 

\Vrlw-\n Garden City, 01707 288000 

Computacenter 
London, 01923 256040 

Comp ut era id Services Ltd 
Famborough, 01252 >48888 

Elcom Technical Services 
Langley, 01753 777835 



Info* Products (UK) Pic 
Chelmsford, 01245 450045 

Lynx Technology 
Bel per, 01773 826811 

P&P Corporate Systems 
Rossendalc, 01706 217744 

SHL Systemhouse 
West Drayton, 0181 759 6633 

Specialist Computer Centre 
Birmingham, 0121 766 7000 


Ifvou'rc looking for the best possible support for your business critical systems, 
then everything points to Compaq's System Service Providers. 

Ten companies, backed by Compaq's worldwide support organisation, fully 
committed to giving their enterprise customers serious, end-to-end support. 
(Inciadag On-vitc Engineers. 2 or 4 Hour Response. Enhanced Software Support. 


Svitcr. Audits. Migration Services. And more J 

Not ntrtuar can be a System Service Provider. At the moment, it is only the 10 
companies listed here that are qualified to bear the name. For it is only they who 
niccestiulfy meet the rigorous set of action standards we impose. 

Our SSPs are fully framed in all aspects of the job and are regularly assessed - 
bs us in mm rr that standards never slacken. 

In die uncertain world of business critical systems, Compaq's System Service 
Provider* are the one thing jou can rely on. 

V,iir :t >Njr business to speak to them. 
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PIONEERS IN HOME BANKING: . By Tom Foremski 

Online answers in 
seconds on new 
mortgage inquiries 


INTERNET BANKING IN EUROPE • By Geoffrey Naim 


Ai 


The Bank of 
Montreal handles 
thousands of 
applications via 
its web site 

T he Bank of Montreal 
has been a pioneer in 
home b anking 
services and it was one of 
the first North American 
banks to establish a site on 
the world wide web in 1995. 

The web site quickly 
evolved from just providing 
information about its 
services to allowing 
customers to check account 
balances and perform other 
banking activities. 

Earlier this year, it 
extend its internet banking 
services to allow 
customers, and anybody 
else, to apply for a home 
mortgage. It is reporting a 
lot of success with its latest 
application that allows 
people to apply for home 
mortgages online and 
receive approval within 
seconds of completing the 
application. 

Although other banks 
also offer online mortgage 
applications, Bank of 
Montreal says it Is the first 
to offer approval within 
seconds of receiving the 
mortgage application, 
-thanks to automatic 
with its back office decision 
support system. 

The service was 
developed by the bank's 
virtual banking division 
and American Management 
Systems (AMS). The 
mortgage application 
process uses 
specially-designed 
electronic farms that lead 
an applicant through what 
can sometimes be a 
daunting process. The 
system automatically flags 
errors such as strange birth 
dates, allowing the 


applicant to make 
corrections without having 
to have the forms returned 
thereby delaying the 
application process. 

“We are very pleased 
with the online mortgage 
application system,” says 
Ms Jane Weatherbie, vice 
president of personal 
lending services at Bank of 
Montreal. 

“We realised that people 
looking for a mortgage 
have good demographics. 
They are often, young, have 
good incomes and tend to 
be Internet users. And 
what we found, was that 
once people start to All out 
the online mortgage 
application, they tend to 

f ini sh it.” 

Ms Weatherbie reports 

To ensure 
privacy, the 
bank uses 
security 
systems and 
firewalls 

that the hank is handling 
thousands of applications 
through its web site and 
that it also helps to bring 
in people who are not its 
customers. 

The bank's web site 
began offering information 
about home mortgages and 
offering a simple 
calculator, allowing people 
to check what kinds of 
mortgages they could 
afford. The natural next 
step was to offer users the 
ability to apply on Hu e and, 
very importantly, receive 
approval within seconds. 

This is achieved by 
connecting its web site to 
its Strata decision-support 
engine which is tied Into 
credit bureaux enabling it 


to automatically check 
people's credit histories. 

The Information from the 
credit bureau and the 
mortgage application is 
compared with the bank's 
p re-deflned risk levels, a 
process that takes just 
seconds. 

To ensure the applicant's 
privacy ova- the internet, 
the tank is using several 
security systems and 
firewalls, pins the 
encryption capabilities of 
mains tream web browsers 
such as Netscape Navigator 
and Microsoft Internet 
Explorer. 

“We have found that 
there is a bit of confusion 
over security among 
applicants. For example, 
some people print out the 
online forms «<h then fax 
it to ns, not realising that a 
fax is much less secure 
than the Internet,” says Ms 
Weatherbie. 

Although applicants 
receive approval within 
seconds, to obtain a 
mortgage, they still have to 
come into the bank and 
show proof of employment 
and Income. This is 
something which as yet 
cannot be easily automated, 
although Ms Weatherbie 
says that the bank is 
working on ways to 
automate the entire 
process. 

“Having online mortgage 
applications has enabled ns 
to reach potential 
customers that might have 
been reluctant to step 
through our doors and 
make inquiries, but they 
don't mind checking us out 
on the Internet,” says Ms 
Weatherbie. 

The bank has also been 
advertising on other web 
sites that deal with real ; 
estate listings, allowing 
users to look at pictnres of 
homes and apply for a 
mortgage at the same time. 


nalysts predict inter* 
net banking win take 
-a heavy toll on tradi- 
tional branch-based banks 
but for S-E Bank an, one of 
Sweden's largest banks, the 
internet is more an opportu- 
nity than threat. It believes 
branch, phone and internet 
banking can coexist under 
the same banner. 

Sweden is an ideal market 
for internet hawiffng- it has 
the highest PC penetration 
in Europe and its sparse pop- 
ulation means bank 
branches are often few and 
far between. Nevertheless, 
the success of S-E Banker's 
internet service in attracting 
60,000 customers since Its 
launch last December has 
taken even the bank by sur- 
prise. 

“There has been a lot of 
interest and a lot of trans- 
actions are being done,” says 
Mr Anders Lindqvist, inter- 
net service director at the 
bank. Its web site has han- 
dled over 42,000 transactions 
a day, surpassing forecasts. 

Along with most banks, 
S-E Banken is keen to shift 
low-value - services such as 
bill-paying and statements 
from its branches - to 
cheaper direct methods, 
such as internet and phone 
banking. It launched a 
phone tanking service two 
years ago. S-E Banken has 
been surprised by the age 
profile of its internet users. 

“It's quite striking as we 
thought that we would just 
get students [using it] but 
more than 40 per cent are 
older than 40 and 17 per cent 
are over 50 years of age.” he 


Sweden, an ideal market 

The internet service of one of Sweden's largest banks has attracted 60,000 
customers since its launch last December 


says. Customers under 25 
account for just 17 per cent 
According to Mr Lindqvist 
older customers have more 
trouble getting to one of S-E 
Banken's 270 branches and 
they find the internet service 
easier to use than the bank's 
phone banking service. 

S-E Banken's Internet 
users have an average 
income 40 percent higher 
than its traditional custom- 
ers. The bank has expanded 
its site to offer services for 
these wealthier customers, 
such as share- trading, per- 
sonal pensions and mutual 
funds, alongside more mun- 
dane services such as bill 
payments and money trans- 
fers. 

Big interest 

S-E Banken has offered 
electronic b anking to corpo- 
rate customers for several 
years using proprietary soft- 
ware and dial-up links. It 
had planned to extend this 
sendee to its personal cus- 
tomers but the explosion of 
interest in the internet 
caused it to change direction 
in early 1996 and to develop 
a home banking service 
based instead on the inter- 
net 

Security is one of the big- 
gest concerns in internet 
banking. With a dial-up PC 
system, the number of entry 


points to the system is lim- 
ited and distribution of the 
proprietary software can be 
controlled. 

On the internet, the b ank 
is accessible by any web 
browser. “It's not at issue 
whether the internet is 
secure or not - because 
dearly it Is not,” says Mr 
Lindqvist. 

S-E Banken will not 
describe its security mea- 
sures in detail, but the sys- 
tem is based on the Virtual- 
Vault technology, developed 
by Hewlett-Packard and first 
used at the Security First 
National Bank - claimed to 
be the world’s first internet- 
only bank. 

S-E Banken issues each 
internet customer with a 
credit card-sized password 
calculator from Belgian firm 
DigiPass. When the cus- 
tomer enters his or her Pin. 
the DigiPass generates a 
one-time password that is 
then used to gain access to 
the account The password 
changes each time the 
device is used. 

“One of the reasons we felt 
we could offer a secure inter- 
net service was because of 
this asymmetric encryption 
technology.” says Mr 
Lindqvist. The technology 
was originally developed for 
S-E Banken's corporate elec- 
tronic banking service. 

Despite the success of its 


internet service, S-E Banken 
bos no plans to abandon its 
branches though certain ser- 
vices cost more in the 
branches. For example, 
shares bought over the inter- 
net carry 0.3 per cent com- 
mission; by phone, the rate 
is 0.4 per cent: brought in a 
branch, the commission 
jumps to 0.5 per cent 

Mr Lindqvist believes most 
customers still want 
branches if only to discuss a 
loan with the branch man- 
ager. “You cannot take away 
the branches - and my guess 
is that we will shift to a situ- 
ation where customers have 
a choice between internet 
banking and normal 
branches with a price struc- 
ture that reflects bow much 
help they need." 

Pilot project 

First Direct, the UK's first 
phone-only bank, Is also 
exploring using the internet. 

The bank has 700,000 per- 
sonal accounts and this sum- 
mer will start a pilot PC 
banking service involving 
2,500 customers. For the 
pilot, First Direct will not 
use the public internet but 
rather a private network 
based on internet protocols 
that customers can access 
from anywhere in the UK for 
the cost of a local calL 

The bank chose this 


approach to tatter control 
the project and allay secu- 
rity fears. “Using the inter- 
net. the quality of service 
you get from your internet 
provider is something that 
we cannot manage.” says Mr 
Ewan Hutton, PC banking 
manager at First Direct. 

Also, the bank believes 
customers will be more will- 
ing to perform transactions 
on the private network than 
using the public internet 
“The poor security of the 
internet Is more a perception 
than a real issue - and I do 
not think it is fully merited.” 
he says. 

ICL helped develop the 
Java-based software for the 
bank's web site which will 
initially offer limited ser- 
vices such as balance 
enquiries and statements. 
Customers will also be able 
to download data to home 
banking programs. In the 
autumn, the project may be 
expanded to offer bill pay- 
ments. account transfers and 
personal loan applications. 

The bank sees PC banking 
complementing rather than 
substituting its main phone 
banking service. For exam- 
ple, someone who pays a bill 
via their PC could phone up 
later to check that the bill 
has indeed been paid. “We 
do not expect people to use 
PC banking on its own," 
says Mr Hutton. 


INSURANCE ON THE NET • By Nicholas Denton 


p 


! urc hasing life insur- 
ance, according to 
several studies, ranks 
alongside buying a car as 
one of the least pleasant con- 
sumer experiences. It typi- 
cally involves phoning 
around several insurance 
companies, asking for forms, 
intrusive questions about 
the applicant’s health and a 
paperchase that takes days if 
not weeks. 

InsureMarket, an on-line 
insurance site established by 
Intuit, the computer soft- 
ware company, offers relief. 
Consumers will still have to 
give personal details, if only 


Ripe for transformation 

Analysts forecast that electronic insurance purchases, which stood at zero in 
1996, will reach $18bn-$19bn by the year 2000 
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once, but Mr Scott Cook, 
chief executive of Intuit, 
says buying Insurance over 
the Internet is compellingly 
attractive. "You have the 
ability to make a sound deci- 
sion, with confidence, in 15 
minutes, from the comfort of 
your own home, on a Sunday 
afternoon, for free.” 

As with many financial 
services, insurance is ripe 
for transformation by the 
revolution in communica- 
tions. However, while the 
growth of the Internet prom- 
ises mainly to reduce costs 
for incumbents in sectors 
such as banking, it may pro- 
mote the growth of a new 
breed of intermediary in the 
insurance market 

In insurance, as in bank- 
ing. the Internet makes for 
efficiency. Booz-Allen & 
Hamilton, the management 
consultants, predict "radi- 
cal" savings through online 
insurance sales and servic- 
ing which could rednee costs 
by 60-70 per cent over the 
lifetime of a customer. Some 
web-aware insurance execu- 
tives believe insurance pod- 
dies, which normally require 
several years of premium 
payments to cover the 
underwriter’s initial costs, 
could in an online environ- 
ment move into profit in 
their first year. 

No surprise then that EDC, 
the market research com- 
pany, is forecasting that 
electronic insurance pur- 
chases, zero in 1996, will 
reach $18bn-gl9bn by the 
year 2000. 

This does not in itself 
make for upheaval in the 
insurance industry. In bank- 
ing, for instance, institutions 
such as Wells Fargo have 
taken the lead in giving cus- 
tomers the ability to access 
their account details and 
make payments online. 

But insurance is different 
for several reasons. 

First, insurance , compa- 
nies, fearful of alienating 
their traditional agents, 
have been slow in exploiting 


the Internet Most insurance 
sites are the home pages of 
local agents, giving a con- 
sumer access to little more 
than the office's telephone 
numbers. Those insurers 
that do take applications 
online, typically pass the 
information as a sales lead 
to a traditional agent or 
salesperson for completion 
of the transaction. 

Booz-Allen found that, 
while 80 per cent of the top 
20 commercial banks will 
amble online retail transac- 
tions by the end of this year, 
only 15 per cent of the top 
insurers will be that 
advanced. Only 7 per cent of 
insurers surveyed offered 

US banks are 
preparing for a 
relaxation in 
restrictions 
on selling 
insurance 

online quotes and only l per 
cent enabled online sales. 

Second, consumers, while 
loyal to their banks, typi- 
cally shop around for prices 
for insurance. Online insur- 
ance sites allow them to 
make comparisons more eas- 
ily. Intuit's InsureMarket, 
for instance, allows appli- 
cants for life insurance to 
compare live quotes from 
Hancock, Zurich Kemper 
and Lincoln Benefit Life. 

Third, traditional agents, 
which now compare quotes 
on behalf of customers, lack 
experience at designing the 
interfaces for online sales of 
financial services. “There 
are 100,000 insurance agents, 
but count the number of suc- 
cessful consumer software 
com p a n ies." says Mr Cook. 
“It is vastly easier to get the . 
subject matter expertise 
than the software engineer- 
ing expertise. You can buy a 
book and you can walk 


through a model; what is 
hard is transforming that 
expertise into something 
that consumers can under- 
stand." 

These factors, taken 
together, may give rise to a 
new breed of insurance 
intermediary. “The indus- 
try's diffidence creates a 
potential competitive advan- 
tage for a new group of tech- 
nically sophisticated market- 
ers. including, perhaps, the 
commercial banks, computer 
software companies, and the 
large online networks," says 
Mr James English, an insur- 
ance analyst at JP Morgan, 
the investment bank. 

InsureMarket is just one of 
at least eight significant 
online insurance intermedi- 
aries. Auto- by- tel markets 
automobile insurance in US 
from AIG. one of the largest 
insurers. Another start-up 
called InsWeb provides 
online insurance quotes 
from several providers in 
California and Utah, and 
online responses on a vari- 
ety of insurance products 
such as life, health and disa- 
bility from about 30 partici- 
pating insurers. 

Banks, although legally 
forbidden to offer insurance 
products in the US. are pre- 
paring for a relaxation in the 
restrictions. Wells Fargo is 
already experimenting with 
some cross-selling of finan- 
cial products to its online 
banking customers. Once it 
is permitted to sell Insur- 
ance, it wQl have a ready- 
made customer base. 

Insurers, which have 
underwriting skills not eas- 
ily replicable by these new 
intermediaries, will still >• 
have a function as suppliers 
to the electronic market- 
place for insurance. But, 
because consumers will be 
more- . able .to compare 
quotes, the insurers would 
lose some of their power 
over pricing. One answer 
could be not to participate. 

- Intuit needed three insur- 
ers to provide live quotes 


Radical changes ahead 
for the insurance sector 


Nearly 72 per cent of 
insurance companies expect 
the internet to have “an 
important impact'' cm, their 
businesses within, the next 
five years - although less 
than three per cent of 
insurers now use the inter- 
net to allow poficy-holders 
to view, query or even 
update policy information, 
according to a recent global 
survey of the Insurance 
market. 

However, this use; figure 
could rise dramatically 
from three to 49 per cent 
within five, years, adds the 
report by IBM and the 
Economist ' Intelligence' 
Unit 

“Met than 4» par cent erf 
insurers wcihitflth that cus- 
tomers will, favour elec-, 
(ra nk to human channels 


to make less complex pur- 
chases, far example, motor 
insurance,**-, adds the 
report. 

' Other key findings sug- 
gest that insurers recognise 
that they must: 

O Provide secure, easy- 
to-use electronic Informa- 
tion. " 

□' Bely less on agents. 

□ Capitalise on their, 
brand names. 

□ Give customers access 
anytime, anywhere. 

□ Improve knowledge 
about their customers. - 

Although many insurers 
already, have web sites, 
very few, if any, have an 
internet strategy in place, 
says IBM. But new net- 
work-based insurance prod- 
imteand services will even- 
tually enable customers to 


benefit from higher lends ■■ 
of service^ with increased 
access to agents, intermedi- 
aries and policy, informa- 
tion, sqys the company.- 

In the next five years, the’: 
insurance sector will Dice: 

"□ Increasing competition > 
from banks and other 7 - 
fmancial service compa- 
nies. -.7 

□ Competition from new' 

sources, such as retailer* : 
and computer service com- 
panies. •; 

□ An increase in eleCr 
tronlc commerce, plus' 
.deregulation and- shifting . 
consumer preferences. 

IBM’s global insurance.’ 
industry^ home .page tan 
be found air http.V/Www.in- 
suiuiicJbaiuconiflnsnr . ; 

— Michael Wiltshire 


before it began to increase 
the rate at which visitors to 
its site dosed transactions. 
Concerted resistance by 
insurers could stifle the mar- 
ket before it is viable, just ns 
music retailers have smoth- 
ered efforts by one online 
service to compare their CD 
prices. 

Mr Cook, who is expand- 
ing Intuit from computer 
software into online finan- 
cial services, believes insur- 
ers have no choice. "The 
Internet is going to make it 
easier to compare prices." he 
say’s. “The only way a finan- 
cial institution can stop that 
is to withdraw from the 
Internet and go into a hole. 
If they are not selling to cus- 
tomers, some other insur- 
ance company will be." 

Electronic 

financial 

services 

From page 3: 

be able to roam through an 
electronic marketplace, seek- 
ing out the best services and 
prices, and managing his 
own flnanmal affair s — even 
to the point of being able to 
run his own personal bank 
account 

"From the service suppli- 
er’s point-cf-view, the inter- 
net could also open up new 
marketing possibilities, par- 
ticularly for nan-traditional 
suppliers who are un -encum- 
bered by earlier structures 
anxf attitudes. On the other 
hand,' the internet would 
undermine the ties of loyally 
(or inertia) that have bound 
customers to financial insti- 
tutions in the past It could 
also cut out the twlrirtluman 
and force down prices." 

Separate studies suggest 
that in retail banking. 20 per 
cent of the customers gener- 
ate as much as 200 per cent 
of the bottom line profits - 
in other words, 80 per cent Of 
retail banking is a loss-mak- 
ing or break-even business. 

If trad i tional banks foil to 
hold on to their profitable 
customers, they could even- 
tually be left providing a 
loss-making service to the 
rump. 

Another study conducted 
by Booz, Alien & Hamilton 
shows that the cost of a typi- 
cal ta n k transaction in a frill 
service branch was $1.07 
compared with 54 cents for 
telephone banking. 27 cents 
for an ATM and perhaps as 
low as one cent for a trans- 
action conducted over the 
Internet 

It is hardly surprising 
therefore that financial insti- 
tutions everywhere are rac- 
ing to offer their customers 
electronic access to their 
products and sendees. 

In the US alone, more than 
300 banks now have a pres- 
ence on the World Wide 
Web. And in the UK the last 
few months has seen a flurry 
of announcements from the 
main high street banks of PC 
tanking and Internet hank- 
ing services. 
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ONLINE NEWS AND DATA-SERVICES • By Joia Shfllingford 


Expansion of financial 
services on the internet 


Electronic 
information 
providers are 
gearing up for 
battle 


w 


hile Reuters, 
Bloomberg and 
Dow Jones battle it 
out in the dealing room, new 
entrants are emerging 
including those offering fil- 
tered news services and per- 
sonalised ‘web casts'. 

Some information avail- 
able on the Reuters or 
Bloomberg financial news- 
wires is available free on the 
internet; some of it is avail- 
able more cheaply; some 
information is not available 
at all. The market is lucra- 
tive. Revenues from the pro- 
vision of market data should 
rise from $6.5bn in 1996 to 
$8.5bn in 2000. according to 
Dow Jones Markets. 

There is a growing num- 
ber of financial services on 
the net. plus news services, 
which include financial 
information. Among them is 
PointCast, which delivers 
personalised news from the 
internet to the user's screen- 
saver at agreed intervals. 
This can be used to provide 
prices of selected shares. 

As a delivery mechanism. 
PointCast is like a Reuters or 
Bloomberg te rminal in that, 
once set up. information is 


•pushed’ at the user, rather 
than the user having to seek 
it Cpull' technologies). 

Share prices, an important 
feature of Bloomberg or Reu- 
ters, can also be gathered 
from the internet using soft- 
ware costing £79.95 (exclu- 
ding VAT) from Display IT. a 
fast-growing UK company. 
This gives prices delayed by 
15 minutes to an hour. For 
real-time data, subscribers 
must register with Standard 
& Poor’s Comstock service, 
which they can do direct or 
through Display IT. 

Alternatively, real-time 
UK equity prices can be 
downloaded from Electronic 
Share Information’s site for 
£20 a month (delayed prices 
are £5 a month). A number 
of sites give prices updated 
at intervals, say six times a 
day, or just closing prices. 

Soon-to-be launched prod- 
uct, FT Discovery for the 
Web, enables a user to set up 
a personalised news service 
based oh the Regulatory 
News Service and AFX (UK) 
and AFX (Europe) news 
feeds. FT Discovery will 
have stories on company 
performance and on factors 
that could affect stocks and 
shares. It will cost £99 a 
month. Features include a 
news alerting service, and 
the ability to get a graphical 
snapshot of a company’s per- 
formance using a mouse (via 


a bit of Java software). 

A number of news filtering 
services are also available 
online. These select news 
stories, based on the user's 
stated preferences. Among 
than are US-based Individu- 
al's news filtering service 
and the Broadcast Monitor- 
ing Company’s daily news 
alert and briefing service, 
available on Netscape’s web 
site as part of the In-Box 
Direct service. This monitors 
2,000 press and broadcast 

sources worldwide. 

W hile competing 
against Bloomberg 
and Dow Jones in 
the dealing room, Reuters 
also offers a personalised fil- 
tered news service, News 
.Explorer. This draws from 
over 2,500 sources in the 
Reuters Business Briefing 
database and Reuters' net- 
work of over 1.900 journal- 
ists. 

Using probability analysis 
techniques to match news to 
a personal profile, the soft- 
ware alerts the user, via 
electronic mail if required, 
to the arrival of the news 
items. News Explorer uses 
UK-based Muscat's Muscat 
FX search engine. 

Reuters Business Briefing 
is available as an HTML 
application, which can be 
used on corporate intranets 
(private internets). From 


early July, it is on the Inter- 
net, costing £500 a month for 
up to 2) hours' use. 

Alternatively, users can 
just surf the net far the news 
or financial data they want. 
Share prices for the US- 
based Nasdaq exchange are 
free on the Nasdaq site, a 
selection of Reuters stories 
are available on a number of 
web sites (delayed by 15 min- 
utes or more) and Bloomberg 
headlines are updated cm its 
Bloomberg web site and on a 
number of other sites. 

There is also plenty of 
information free on compa- 
nies' own web sites, often 
including their company 
report or recent financial 
results. For a typical fee of 
around a £1 a minute or £1 a 
story, a number of news 
archive databases such as 
MAID and FT Profile are 
available online. These 
enable users to search back 
copies of newspapers, maga- 
zines and market research. 

However, not all good 
news/financial services that 
are available online, are on 
the net - Maid is, FT Profile 
will not be till early next 
year. Most of those not 
already on the net are mov- 
ing to it 

Online newspaper sites are 
another good source of infor- 
mation. such as thp Finan- 
cial Times web site. FT.com, 
which provides not only the 



TermfnaJ progress: long used In dealing rooms and by professional advisers, computers are increasingly helping die general public to 
make investment decisions. Web sites run by Bl o omberg s, Reuters and Dow Jones now bring data into the private investor's home 


text of newspaper articles, 
comment and analysis, but 
also a broad range of finan- 
cial background information, 
(see also listings, below X 

With so much information 
available free, should the 
giants of the financial infor- 
mation services business be 
worried? Not yet. according 
to Mr Mike Bloomberg, 
founder and chief executive 
officer of Bloomberg. 

He says that what is 
important about Bloomberg 


is the content - how infor- 
mation in the public domain 
is sifted, cleaned and pack- 
aged. If someone else offered 
tbe same content it would be 
a threat, but the mere pres- 
ence of financial information 
on the net is not a problem. 

Mr Bloomberg says: "If 
you need lots of data from 
the same place, you'd never 
choose the internet. The pro- 
fessional market needs a 
degree of reliability and con- 
sistency of speed. But what 


the net doesn't quite deliver 
today, it could in a year. 

“The internet is ideal for 
getting information from 
lots of different sources and 
for the consumer and the 
mobile user." he says. 

“Our subscribers can 
obtain the full Bloomberg 
service by going to our web 
site, clicking on the Bloom- 
berg Professional icon and 
entering the relevant pass- 
words. And. since June 30. 
the only US dial-up (as 


ONLINE FINANCIAL INFORMATION • From among the ever- increasing range of financial data services, here is a selection of 32 key web sites 

How to stay informed via the World Wide Web 


Online media sites include; 
FINANCIAL TIMES 
The FT web site contains onKne 
news with comment and analysis, 
plus vast amounts of business and 
(mandat background information 
(or investors and financial 
professionals. See web site: Httptf 
www.FT.com 
FT1 

Financial Times btfot ma t ta ma 
leading provider of business and 
specialist financial (nformahon: See; 
www.lnfo.FT.oom 
FTSE INTERNATIONAL 
The source of bU FTSE indices; it 
also has a subscription service for 
financial professionals. See: 
www.ftse.com - - 

MAID 

A large archival database 
containing many publications and 
market research sources. This 4 a 
subscription-baaed aanripa. See: 
www.mmd-pteeom ■ 

CNNfn 

The financial network afta of the 
CNN cable TV network, e good, 
source of breaking fineocaf stories. 
See. www.cnofn.com 
WALL STREET JOURNAL r 
The ankna.horrw of the Wa* . 
Street Journal and a gateway to 
Dow Janet financial Inform a t i on ; 
services is available on subscription 
at www.wsj.oom . 

NEWSPAQE . J .. 

Provides current filtered news 


from more than 600 sources, 
sorted into 2,500 news topics, 
largely related to industry and 
commerce. See: 
wwwjiewspage.com 
THE ECONOMIST 
Editorial and finks to the research 
arm of the Economist Intelligence 
Unit, the Economist's research arm. 
Web site; www.economtst.com 
. REUTERS 

Reuters Business Briefing, a 
database of more than 2300 
sources, <s launched in earty July. 

A variety of other financial 
information ts on the Reuters site: 
wwwjeuters.com 
STOCK EXCHANGE SITES 
The FTs web site. FT.com. 
provides a hr* to every official 
stock exchange. The directory of 
official stock exchange sites can be 
found at: www.FT.conV 
Hppocampusfcl8e.htm 
EVENING STANDARD CITY PAGES 
Weft-presented Crty kvfonnattcn 
including stock market prices 
updated tar each of toe four 
edKtone.ef toe Evening Standard. 
Web Site: www.standardco-uk 
Ottmr kay sMs mefuda: ■ 
BLOOMBERG 

This site is useful Tor financial 
i n far me tion on any stock, 
up-to-date index quotes, msrkei 
summaries, cross currency rates, 
and heaefene news updated 
faroughoa toe day. See: 


www.bioombergxom 
FEDERAL RESERVE BOARD 
The home page of the entire US 
Federal Resen/e system with many 
economic indicators and 
comprehensive information an US 
banks. See: wwwJxjgirbJedJS 
WORLD TRADE ORGANISATION 
The WTO site has good talcs to 
world trade information s oirees. 
Web site: www.wto.org 
ELECTRONIC SHARE 
INFORMATION 
From July, Electronic Share 
information will provide real-time 
option prices from toe London 
International Financial Futures and 
Options Exchange (UFFE), on toe 
Internet At present, delayed 
updates are offered on the ESI 
personal finance web site. It fists 
periodic pnees for a n UFF E equity 
options and for the FTSE 100 Index 
option as a free service. - 
The prices are offered as 
snapshots of toe market, updated 
every 15 mnutas. Web site: 
www.asi.co.uk 
DISPLAY IT 

Display IT’s software product 
gives brokers and private investors 
low-cost access to stock market 
information on the Net inducting 
real-time equity press. Many 
investors find it an adequate 
aflemativB to higher priced services 
from the bkes of Reuters and 
Blo omb erg. The Ofex-quated 


company has sold a million 
ieences and plans a Nasdaq listing 
before the year-end. For more 
information, see: www.displayrT.net 
ETRADE 

ETtade Group, a US electronic 
b r okerage company, offers 
securities tra di ng online. It wtS buy 
and sell securities online for the 
following exchanges: NYSE, AMEX 
and NASDAQ. Web site: 
www.etrade.com 
EUROPAGES 

Details on doing business in 
Europe, useful contacts and 
economic re sea rch. Web site: 
www.europages.comr 
WSUREMARKET 
A supermarket far fife insurance 
set up by US personal-finance 
software company !r.£uit See: 
wwwJnsuremarkeLcom 
UFFE 

News, statisti cs, publications and 
general information relating to the 
London tntamationa! Financial 
Futures Exchange, or specific 
product areas w/ihir; ft. See: 
wnvwjrtfe.com 

MONEYUNE 

Tbs see deludes US government 
bond prices. See 
wwwjnone y tine.com 
MORGAN STANLEY 
Daily news on financial events 
around the wsrfo; dafy 
perfor ma n c e report mg on over 
3.00C ato'ces in 45 countries. See: 


www.ms.com 

NYQUOTES 

Live foreign exchange rates from 
as little as $35 a user. US company 
NYQuotes describes its site as: 
“The place for cash market 
quotes'. See: wwwaiyquotes.com/ 
INDIVIDUAL 

Personalised news alerting 
service with a particular strength hi 
monitoring news on technology 
c o mp an ies. See: 
www.mdhnduaf.com 
INFORMATION INTERNET 
flea! time quotes from the 
London stock market. Software 
must be downloaded from the site 
in order to use the service. See: 
wwwJnfo-inLcom 
MARKET RESEARCH ON 
COMPANIES 

Many companies, especiaBy in 
the US, have lots of useful 
information on their sites including 
details of top staff, offices, press 
releases, products, company 
history, financial results, and 
sometimes even photographs of 
management So toe net is a good 
place to start if researching a 
company from scratch. 

BANK JULIUS BAER 
This site has a quck currency 
converter, which enables you to 
convert steeling into virtually any 
other currency. I! also maintains 
charts or the latest foreign 
exchange tradm g. and gives advice 


on what positions to take. Web 
site: www.juiiusbaer.com 
QUOTE.COM 

This US-oriented site provides 
some real-time information with 
feeds from Reuters. PR News wire. 
Zacks investment research. NYSE 
S&P stock guide. Nasdaq. Edgar 
on-line and a variety of other data. 
See: www.quote.com 
SHARE TRADING 
You can invest in mutual funds at 
low-cost US stockbroker Charles 
Schwab's site. See: 
www .Schwab, com 
TRADEUK 

TradeUK, is a British Business 
Park and trade directory backed by 
the Department of Trade and 
Industry. It is designed for 
business-to- business searches for 
UK products. 
www.tradeuk.wits.co.uk 
WORLD BANK 
The World Bank site contains 
research on all areas of the world. 
See: www.worldbank.org/ 

WORLD CHAMBERS OF 
COMMERCE 

This site provides free listings, 
enabling businesses to sell their 
products and services through the 
International Chambers of 
Commerce network. See: 
www.worldchambers.com/ 
gbxhp-html 

- Joia Shillingford 


opposed to dedicated line) 
service we offer has been \ia 
the net." 

Yet once customers of 
Reuters, Bloomberg and Dow 
Jones start to use their fill] 
services over the net. it will 
be easier for customers to 
switch services than it is 
today when some users still 
have dedicated terminals 
and others have dedicated 
high-speed lines. 

The information giants are 
not in immin ent danger. At 
present, there is no single 
service on the internet offer- 
ing the breadth of news, data 
and charting facilities they 
provide to office-based work- 
ers. If there was. it would 
certainly not be free because 
of the amount of work 
needed to produce it. 

Software- based “intelligent 
agents” could pull together 
large amounts of relevant 
free information for inves- 
tors from different sites. 
This could pose a challenge 
at the lower end of the mar- 
ket But where high- value 
deals are going to be carried 
out on the basis of financial 
data, brokers will want to 
know the data comes from 
an authoritative source. 

Mr Paul Waddington. 
international marketing 
communications manager 
for business information, at 
Reuters says: ‘What matters 
is the core skill of gathering 
the best information.” How- 
ever. Reuters ensures its 
internet services do not com- 
pete with the dealing room. 

The internet presents new 
opportunities for the infor- 
mation giants. They are used 
to adapting their services to 
cope with changes in a fast- 
moving financial market, 
and should be able to adapt 
to changes in technology. 

The internet gives them a 
chance to resell parts of 
their service more cheaply to 
a different audience: private 
investors and the general 
public. Electronic financial 
services are gearing up for a 
battle on the net. as well as 
in the dealing room. 



It's easy io be wise with hindsight. 
Being wise with foresight is 
what sets winners apart from 
the also-rans. Tnose with real 
vision appreciate the unrivalled 
growth potential of die Imerner. 
At Internet Dial, we're here to help 
you fully exploit the Internet, and 
find new markets and new ways o: 
doing business. To start prospecting 
for gold, don: head for she h:U<. 
head for the phone. Subscribe bv 
September 1, 1997 for on: s^rcia! 
low rare of “.50 per men: r. for an 
individual diai-us service, ar.c c-.- 
°-r £20 registration fee tv,. 

FreeCali 0500 200 986 
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SECURE ELECTRONIC TRANSACTIONS • By George Black 


New standard opens the door 
to electronic commerce 


How SET works 


Trusted third party holds and Issues j 
the “keys* that merchants and | 

acquirers need to decrypt each j 

other's SET massages j 


Trusted third party - ■ 


For most of the 
retail sector, the 
SET standard 
represents a 
significant 
breakthrough 

T he recent publication 
of a definitive version 
of the SET (Secure 
Electronic Transactions) 
standard should open the 
door at last to full-scale 
Internet commerce. 

Last year, the principal 
card issuers Visa and 
Mastercard announced a 
plan to collaborate on a stan- 
dard for secure electronic 
commerce to overcome tbe 
doubts of the banks, traders 
and general public. 

They jointly published a 
draft specification and since 
then b anks across the world 
have been testing the stan- 
dard. 

SET is designed to keep 
credit card numbers and 


transaction details private 
when sent across a network, 
to prevent payments being 
altered and to confirm the 
identity of the seller and the 
validity of the buyer’s card. 

It uses message encryp- 
tion. digital signatures and 
cryptographic certificates to 
achieve these objectives. 

Now, with the arrival of 
SET version 1.0, the stan- 
dard is here. 

“This is the starting pis- 
tol." says Ms Carol Coye 
Benson, a senior vice-presi- 
dent of Visa. 

Systems developers are 
eager to implement it. Most 
have preliminary versions of 
products to be based on it 
and it should take them only 
a few months at most to 
make the changes to deliver 
final versions. 

• Internet browser vendors 
such as Microsoft and Net- 
scape have to develop elec- 
tronic wallets based on SET 
to hold electronic credit 
cards. 


• Merchants need to incor- 
porate SET into their Inter- 
net servers so they can 
accept transactions from 
electronic wallets. 

• Banks have to build SET 
into their servers to be able 
to receive information from 
both buyers and sellers with 
confidence. 

The computer industry is 
well-prepared to make these 
things happen quickly and 
smoothly. IBM’s European 
manager for electronic com- 
merce, Mr Sean Haffey, says 
bis company will have prod- 
ucts in all three categories 
out by the third quarter of 
this year. 

It may take a while longer 
for the whole Infrastructure 
for secure Internet trading to 
be put in place, but it looks 
likely that electronic com- 
merce will start to grow sig- 
nificantly wi thin a year. 

“For the great majority of 
tbe retail trade. SET will 
represent a major break- 
through,” says Mr Sam 


Sethi. UK marketing man- 
ager for Netscape, which 
intends to support the stan- 
dard. 

SET looks likely to be 
become the basis for most 
high-volume and high-value 
electronic commerce, though 
there will probably be some 
types of transactions for 
which it is inappropriate. 

For users who want an 
exceptionally high level of 
security. SET may not be 
enough, as it offers only 56- 
bit encryption. This could be 
broken by determined crimi- 
nals working with powerful 
computers for several 
months. It has already been 
proved that 40-bit encryption 
is too easily cracked. 

The US government now 
permits the controlled 
export of 128-bit encryption 
algorithms, which would be 
virtually, impossible to 
break. 

At the other end of the 
market, some users may not 
be much concerned about 


security, particularly for 
what are becoming known 
as “micropayments” - these 
are payments for transac- 
tions in very small amounts, 
for which full electronic 
transaction charges would 
be excessive. 

These transactions may be 
made by electronic purses 
and may not need such com- 
plex encryption techniques. 
Electronic purses may be 
used for a large propor ti on 
of gmaii debit transactions. 

Companies such as Digi- 
cash and Cybercash have 
advanced into this sector of 
the market first by offering 
virtual or electronic bank 
accounts. These operations 
could still find a niche even 
if SET is a success. 

But whether the compa- 
nies promoting them are 
large enough to survive in 
the long term as indepen- 
dent businesses in competi- 
tion with such powerful 
organisations as Mastercard 
and Visa must be doubtful. 
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REGULATING CYBER TRADE • By Nuala Moran 


Now it’s time for action 


Una SET-compatfete browsers becomswidely available and a simple method of “certifying'’ forge -. - r 
numbers of consumers is found, SET MB most Scaly be used initially to protect data traffic between 
Merchant and Acquirer only. Data passed between the Consumer and Merchant is encrypted using 
SSL te ch nology buBt into today's commercial browsers soweo. vevwn 


Electronic commerce raises problems 
in both direct and indirect taxation, 
as well as consumer protection 


T he time for soothsay- 
ing is over. The latest 
surveys show that 
electronic commerce has 
arrived, and the problem of 
bow to tax and regulate a 
market that has no national 
boundaries is now a matter 
for action not prediction. 

A report published last 
month by the consultants 
Ernst and Young forecast 
that the proportion of finan- 
cial services companies pro- 
cessing transactions on the 
internet would rise from 13 
per cent in 1997 to 60 per 
cent in 1999, as concerns 
about security of the net- 
work are taken care by 
secure electronic transaction 
technology (see report, 
above). 

The Interactive Media in 
Retail Group (IMRG). a 
forum for electronic com- 
merce which represents 
more than 200 retailers in 20 
countries, says that sales 


through electronic com- 
merce in the first quarter of 
1997 were greater than for 
the whole of 1996. 

“In the travel sector, sales 
reached 910m in the first 
three months of the year, 
which gives some indication 
of what the potential is,” 
says Mr James Roper, direc- 
tor of IMRG. 

While the security issues 
associated with trading elec- 
tronically may largely have 
been solved, many other 
legal issues remain, such as 
how to tax transactions, set- 
ting up a framework of con- 
sumer protection measures 
that can be made to stick, 
and regulating companies 
trading on the internet 

Among the bodies looking 
at these matters is tbe Elec- 
tronic Commerce Policy 
Group of the G7 Group of 
industrial nations, and the 
European Commission's 
internal markets directorate. 


DG15. There is already evi- 
dence that tax revenues, if 
not being lost, are being 
redistributed, as goods 
which would previously 
have been bought in the 
high street are purchased 
from overseas; of invasions 
of privacy as detailed per- 
sonal information is gath- 
ered from users of web sites; 
and of frauds perpetrated 
over the internet. And it 
seems that even when there 
is international agreement, 
it is difficult to enforce regu- 
lation on the net 

Warning 

An example is intellectual 
property where it has been 
agreed that existing copy- 
right protection should be 
extended to works such as 
music and film, that are dis- 
tributed electronically. 

However, when the rock 
group Oasis warned unoffi- 
cial web sites - run by fans 
of the group - that it would 
take legal action to stop 
them making unauthorised 


use of copyright material, 
several sites stated publicly 
that they would ignore tbe 
warning. They also criticised 
the group for attempting to 
censor the internet 

In this example there is an 
international consensus 
about regulation; in other 
cases, such as tax liability 
and collection, no similar 
agreements yet exist 

Last month, the UK's 
Chartered Institute of Taxa- 
tion (CIT) warned that 
Britain could lose billions of 
pounds wortb of tax revenue 
in trading over the internet 
Goods such as software and 
compact disks are increas- 
ingly bought over the Inter- 
net by overseas companies 
which do not pay value 
added tax in the UK. 

While this loss is not due 
to criminal activity, there is 
no doubt that the lack of a 
physical audit trail in elec- 
tronic commerce widens the 
scope for tax avoidance. 

Conversely, companies 
trading electronically may 
be held liable for multiple 


taxation if a taxing authority 
could show they were trad- 
ing within its jurisdiction. 

Mr John Andrew, presi- 
dent of CIT proposed setting 
up a working party between 
CIT and tbe Inland Revenue 
to look at how to preserve 
the tax receipts threatened 
by the boom in electronic 
commerce. 

Argument 

The Inland Revenue 
acknowledges that cyber 
trade raises problems in 
both direct and indirect taxa- 
tion. It argues that the prob- 
lem must be dealt with inter- 
nationally. and it is working 
with the 29 countries that 
are members of the Organi- 
sation for ■ Economic 
Co-operation and Develop- 
ment (OECD) to develop a 
framework. 

Rather than attempting to 
translate the plethora of 
existing taxes to internet 
transactions, it has been 
suggested that there should 
be a single ‘bit* tax, a flat 


rate levy on data going 
across the internet 

The question is who could 
governments finger to levy 
this tax or to enforce any 
regulations on electronic 
commerce. One candidate 
would be the service-provid- 
ers who run tbe networks. 

Mr Chris Holloway, a secu- 
rity consultant with IBM, 
says that while service pro- 
viders have every reason to 
want proper regulation to 
protect consumers and drive 
the market, he does not 
think suppliers can, or 
sho uld help governments to 
police electronic commerce. 
“Within the internet, the 
concept of a controlled envi- 
ronment does not exist. The 
whole area of trying to regu- 
late the internet is in its 
infancy." 

Mr Holloway suggests that 
it should be possible to apply 
current law to internet 
trade. “Even if they trade 
entirely electronically, com- 
panies have physical mani- 
festations - offices, employ- 
ees. Even a virtual 
corporation has to put its 
servers somewhere." making 


it subject to a particular 
jurisdiction. 

It may be that collecting 
taxes due on internet trading 
is a case of plus f a change - 
it remains the responsibility 
of companies and individu- 
als to declare and pay what 
they owe. 

Tbe twist is that busi- 
nesses can trade from any- 
where, and this could lead to 
competition among coun- 
tries to establish the most 
competitive tax regime - in 
the same way as tax incen- 
tives are used to attract 
inward investment. 

Contract law 

The problem of regulating 
business-to-business trade 
may be over-stated because, 
in general, companies are 
transferring, existing rela- 
tionships to electronic 
media. These agreements foil 
within existing contract law. 

However, consumers are 
increasingly likely to buy 
goods and services from 
companies with which they 
have no pre-existing rela- 
tionship. and which maybe 


are subject to less vigorous 
regulation than the retailers 
they are used to dealing 
with. 

On its web site, in which it 
advises of known fraudsters, 
the Securities and Invest- 
ments Board (SIB), the UK's 
main financial services regu- 
lator. compares the internet 
to a car boot sale: “Anyone 
from anywhere in the world 
can offer anything for sale. 
Inevitably," says the SIB, 
“there will be false bargains 
and frauds." 

“There must be same 
mechanism for assuring con- 
sumers that their rights are 
protected," says Mr Roper. 
He suggests a system similar 
to that operated by the Asso- 
ciation of British Travel 
Agents, in which agents pay 
a bonding fee which is used 
to compensate customers if 
one of their members go out 
of business. 

“Big business interests 
understand the market will 
be slower unless some such 
mechanism is in place. They 
will be more than willing to 
resource the right kind of 
structure." he says. 


INTERACTIVE TV: BUSINESS APPLICATIONS • By Alan Stewart 


FUTURE OF ELECTRONIC COMMERCE • By Geoffrey Naim 


Retail revolution ahead Business-to-business 


Interactive TV 
could herald ‘a 
whole new world 
in retailing and 
banking’ 

B ritish Sky Broadcast- 
ing iBSkyB). British 
Telecom (BT). Mid- 
land Bank, and Matsushita 
Electric recently announced 
the formation of a new com- 
pany. British Interactive 
Broadcasting (BIB), which 
will bring interactive televi- 
sion services to viewers of 
BSkyB’s 200 -channel digital 
satellite television service, 
planned to launch next 
spring. 

Interactive services 
planned include shopping, 
banking, holiday booking, 
education, computer games, 
and internet access. Starting 
in summer 1998, these ser- 
vices will be available on 
home televisions via the 
same £200 ’set top box' con- 
verter required to receive 
digital television. The con- 
cept has been around for 
more than 20 years, so why 
sbould BIB's version of inter- 
active TV fare better than 
the many trials which pre- 
ceded it? 

“We are leading this entire 
project from a marketing 
and customer perspective.” 
responds Mr Chris Town- 
send, BIB'S commercial 
director. “We know the tech- 
nology can work. It's there 
to support tbe proposition 
we want to build, not the 
other way round," he 
explains. 

"We are talking only to 
brand leaders, and we've 
conducted an enormous 
amount of market research 
to find out what customers 
are looking for." 

Mr Rupert . Gavin. BT’s 
director of multimedia ser- 
vices,- denies that BIB might 
be the vehicle for providing 
internet services to schools 
and libraries, as allegedly 
agreed with the Labour 
Party when it was in opposi- 
tion. 

“BIB will bring expertise 
from BT’s earlier interactive 
television trials to a mass 
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activities will dominate 
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investments 
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New customer 
application 

Mondex 
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Aiming to pioneer TV banking: an example of a British Interactive Broadc as t i ng (BIB) application In 
development, featuring Midland Bank services 


public,” he says. BT is cur- 
rently banned from broad- 
casting until 2001, and Mr 
Gavin refutes any connec- 
tion between BT's involve- 
ment with BSkyB and the 
possibility that the govern- 
ment might bring the date 
forward to 1998. 

“A decision on the lifting 
of the ban does not affect 
our motivation for BIB one 
way or the other,’’ says Mr. 
Gavin. 

Midland Bank wants to 
pioneer TV banking in the 
same way its subsidiary. 
First Direct did with tele- 
phone banking, and also to 
position Itself for develop- 
ments within the payments 
market 

“We shall handle all the 
payments traffic for BIB." 
says Mr Paul Seward, the 
hank’s head or emerging 
technology. “We expect to 
Introduce the Mondex card 
as a personal payment mech- 
anism over the set top box." 
he adds. 

“Money could be down- 
loaded from a bank account 
on to a card for use in pur- 
chasing small-value items 
across the BIB platform." 
says Mr Seward, but he 


emphasises that this “will 
not happen from day one". 

Music retailer HMV is one 
of the key brands that BIB 
has been working with: “We 
know that at some stage our 
market will start becoming 
mature." says Mr Stuart 
Rowe, HMVs business devel- 
opment manager. “Anticipat- 
ing that, we want to target 
lapsed buyers and customers 
who can’t get to a specialist 
music store." 

But will the public be 
interested in interactive tele- 
vision? “It’s a huge gamble 
on BIB’s part." says Mr 
Derek NicoQ, research fellow 
at Edinburgh University’s 
School of Management, 
which organised its confer- 
ence on interactive televi- 
sion last year. "The scale of 
interactivity is limited with 
satellite.” he warns. 

So what about cable? “We 
could steal a march on digi- 
tal satellite by launching at 
the end of this year," says 
Mr Ian Hood, public rela- 
tions director at TeleWest. 
the UK’s second largest 
cable company. “Or we could 
launch at the same time and 
an benefit from the digital 
knowledge that is created.” 


TeleWest plans to offer a 
digital service including 
multi-channel television, a 
“virtual video store”, and 
Interactive services similar 
to those planned by BIB. 

Although Mr Hood is not 
prepared to give de tails of 
possible service providers, 
he does not rule out the use 
of interactive services from 
BIB. 

As well as digital satellite 
and cable services, 1996 will 
also see the launch of digital 
terrestrial television (DTT) 
from the BBC, ITV. and sat- 
ellite and cable groupings. 
"BIB would like to be avail- 
able on all DTT and cable 
platforms.” says Mr Town- 
send. “Although we have not 
yet entered Into any discus- 
sions with the BBC." 

Although BIB itself refuses 
to quote any potential usage 
figures, forecasting compa- 
nies believe that in ten 
years’ time digital satellite 
TV could be In 5m- 7m 
homes, with digital cable 
and terrestrial services in a 
farther 3m-5m each. If dis- 
tributed by all digital plat- 
forms. BIB could therefore 

Continued on facing page 


Much of the 
software for 
e- commerce still 
focuses on 
building web sites 

T ake a peek behind the 
flashy facade erf many 
of today's internet 
stores and you will probably 
find poorly designed soft- 
ware, incompatible data- 
bases and primitive payment 
systems. 

Many internet commerce 
sites are heading for early 
retirement, says a report 
from the US research group. 
Forrests' Research. 

These sites were assem- 
bled in haste using custom 
software with little thought 
for future growth or integra- 
tion with other business 
systems - stories abound of 
firms with online stores that 
must print out orders 
received over the internet 
and manually re-key them 
into their traditional pay- 
ment systems. 

Writing an electronic com- 
merce (or 'e-commerce*) pro- 
gram from scratch is a risky 
business that can cost over 
$500,000 and easily backfire 
if orders are not handled 
properly. But until recently, 
retailers had little choice: 
early merchant server soft- 
ware was rudimentary and 
lacking in key areas such as 
security and integration 
with enterprise applications. 

However, the situation is 
improving and the leading 
suppliers, such as IBM. Net- 
scape. Oracle and Microsoft, 
have developed more sophis- 
ticated products to attack 
the fast-growing e-commerce 
software market, which 
could be worth $3J2bn In 
2000, according to Forrester. 

Microsoft, for example, 
recently announced Com- 
merce Server to replace its 
earlier Merchant Server 
product. Unlike the latter, 
which was sold as a stand- 


alone prodact. Commerce 
Server is bundled with 
Microsoft’s latest server soft- 
ware for large organisations, 
called Site Server Enterprise 
Edition. 

“We think it’s essential to 
provide commerce function- 
ality to customers as an inte- 
gral component of a compre- 
hensive web site package for 
enterprise customers," says 
Mr Jim Allchin, senior vice 
president of Microsoft’s per- 
sonal and business systems 
group. Also unlik e Merchant 
Server. Commerce Server 
targets business-to-business 
commerce and future 
enhancements will make it 
easier to build business-to- 
business applications, such 
as corporate purchasing and 
supply-chain trading. 

Many analysts believe 
e-commerce will be domi- 
nated by business-to-busi- 
ness trading rather than sell- 
ing to consumers, but 
analysts believe much e-com- 
merce software still focuses 
too much on building web. 
store-fronts and processing 
credit cards. 

Business-to-business trans- 
actions may not need a 
fancy web page, but they do 
need features that consumer- 
oriented merchant servers 
often lack, such as various 
contract terms and payment 
options, authorisation proce- 
dures and Integration with 
electronic data interchange 
systems. 

“Adding these features to 
systems with basic credit 
card processing looks like 
more work than starting 
from scratch," says Forres- 
ter. However, tbe research 
firm advises users to go for 

commercial products, 
despite their current inade- 
quacies, because the 
do-it-yourself approach pro- 
duces 'spaghetti code' ' 
systems that will not 'scale' 
- grow - or integrate with 
other systems. 

“Commerce systems have 
felled in the past where they 
have been stand-alone 


systems." says Ms Jenny 
Edmondson, e-commerce 
marketing manager for data- 
base vendor Oracle. Some 
systems may, for example, 
allow customers to order 
goods that are not in stock 
simply because the web- 
based ordering system has 
not been integrated with the 
inventory application. 

Oracle’s recently 
announced Java-based Inter- 
net Commerce Server claim* 
to provide seamless integra- 
tion -with pre-existing pro- 
cesses such as order entry, 
inventory, payment, taxa- 
tion, shipping and handling. 
An early user is Motorola 
which plans to use the Ora- 
cle product to allow its Euro- 
pean dealers and distribu- 
tors to browse, purchase and 
pay on-line* for Motorola 
mobile phones and other 
products. The second phase 
of the project will also allow 
consumers to buy Motorola 
products on-line. 


O ne of the biggest 
challenges with an 
e-commerce site is 
making it future-proof. 
“With electronic commerce 
you are heading into 
uncharted waters and the 
system needs to be very flex- 
ible.” says Ms Edmondson. 
For example, if a growth 
path is not built Into an 
e-commerce site ’that 
becomes popular, it can 
become a victim of its own 
success when on- Hne trans- 
action times slow to a crawl 
and customer frustration 
mounts. Tandem believes its 
NonStop Himalay a fault-tol- 
erant servers are particu- 
larly suited to e-commerce 
applications because of their 
round-the-clock availability 
and scaleability. 

But not everyone - can 
afford a fault-tolerant system 
- thus, Tandem also offers 
e-commerce systems based 
oh Windows' NT Server, rap- 
idly becoming a favourite for 
commercial web sites. For 
this new market, Tandem 


offers 1TP Webserver and its 
1TP SET payment software, 
which is designed to support 
tbe Secure Electronic Trans- 
actions (SET) protocol- To 
further bolster its e-com- 
merce: : business, it has 
teamed "with, Mercantec, a 
specialist in. e-commerce 
software,, to use theftatteFs 
“virtual shopping trolley" 
technology, -called SoftCart 
The success of an e-com- 
merce site stands or fells on 
its integration with a compa- 
ny's back-office systems. The 
US company, CyberSource 
-offers a range of outsourcing 
services for companies who 
want to put their businesses 
online, but do not want the 
headaches of managing 
back-office functions, such 
as real-time credit card pro- 
cessing, fraud screen, export 
control secure electronic ful- 
filment and EDI links to dis- 
tributors and fulfilment 
houses. 

Another US company. 
Open Market, offers its 
Transact product to enable 
companies to securely and 
centrally manage business 
transactions using content 
located on different web 
servers. Mr Alan Cornwell 
head of international mar- 
keting at OpenMarket, says 
Transact appeals particu- 
larly to phone companies, 
such as BT and Belgacom, 
and internet service provid- 
ers (ISPs), such as UUNet. 

“They’re moving up the 
value chain Grom being an 
ISP to a commerce service 
provider." he says. The soft- 
ware, which costs more than 
$300,000, allows a phone com- 
pany or ISP to handle e-com- 
merce transactions of the 
merchants whose web sites 
it hosts in return for a 
monthly fee of $50 to $200 

and a charge for each trans- 
action processed. 

"Its a very cost-effective to 
get a merchant up and run- 
ning as ft would cost them at 
least $50,000 to build the pay- 
ment gateway themselves.” 
says Mr Cornwell. 
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The market is wide open 


As technology 
swiftly changes, 
the new breed of 
virtual financial 
institutions is 
emerging 

A s Richard Branson's 
Virgin group sells 
pensions while Marks 
and Spencer, the food and 
clothing retailer, advertise 
loans on UK television, it all 
raises interesting questions 
about what constitutes a 
’financial institution’ in the 
1990s. 

A combination of de-regu- 
lation, globalisation and 
advancing technology now 
means that almost anyone 
can set themselves up as a 
‘virtual’ bank or insurance 
company if they have access 
to capital and know how to 
manage risk. What was once 
a nationally-based market, 
dominated by a small num- 
ber of well-established insti- 
tutions. is now wide open. 
Indeed, traditional financial 
institutions are at a disad- 
vantage in the new global 
market. 

“We have carried out an 
exercise for banks around 

vncMcntaTv 


the world to see what impact 
network technology and the 
globalisation of the financial 
services market will have on 
them. All other thing s being 
equal they don't stand a 
c hanc e," explains Mr Mark 
Dickens, worldwide bead' of 
financial services for FA 
Consulting. 

“If you look at where they 
stand inthe value chain - 
banks are furthest away 
from the customer in . the 
new environment With foe 
advent of on-line PC banking 
-orset-top TV access to the 
network, banks are essen- 
tially ‘content providers'. 
Service managers and ser- 
vice providers are much 
closer to the customer. And, 
compared to organisations 
such as News Corporation 
and AT&T, which are invest- 
ing on a global basis, 
national banks cannot afford 
the investment. This is why 
established banks are 
looking for ways to move up 
the value chain to get closer 
to customers," says Mr Dick- 
ens. 

Even ' the bank's brand 
name - the traditional sign 
of respectability and credibil- 
ity - has only a limited life- 
span, he suggests. 
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New V&uki tamtory—Richard Branson's move into personal equity 
plans and pensions has helped redefine UK financial institutions 


“At the moment, they still 
have a window of opportu- 
nity that they can still live 
on because of their tradi- 
tional position of authority - 
but this will close very 
quickly - perhaps within a 
couple of years. This, means 
that they will only be able to 
compete on price and by 
widening their provision of 
financial services." . 

Mr Dickens Is aware of a 
bank which is in the process 
of setting up a partnership 


Big potential audience 


From previous page: 

be in more than 10m homes. 
"There really is a whole new 
world in retailing and bank- 
ing just round the comer." 
enthuses Mr Townsend. 
"Retailers will be able to 
reach a huge audience for 
less than the cost of opening 
a store on the High Street." 

Instead of paying high 
rents and rates, companies 
could locate their distribu- 
tion centres at more conve- 
nient sites, he says. 

BIB's service providers are 
reticent about this vision, 
however. "HMV see interac- 
tive shopping as incremental 
business." says Mr Rowe. 
"It's not a cost-saving initia- 
tive. The Idea is that people 
will still go out and slum for 
music, videos and gomes in 


our stores,” he adds. 

The retailer, J Sainsbury 
insists that, although, around 
20 per cent of its customers 
may be interested in some 
form of “surrogate shop- 
ping", (here will still be a 
need for stores. “Many 
people regard shopping as a 
pleasurable leisure activity - 
they prefer to visit stores in 
person." says the company. 

Midland Bank is equally 
clear that home banking will 
neither cause the closure of 
an y of its 1.100 branches mu- 
cuts in its 45,000 staff. 

“We do not see this devel- 
opment as a substitution for 
anything at this stage.” says 
Mr Seward. “Customers are 
still going to want to talk to 
staff about personal loans, 
investment products, and so 
on." 


He Insists that if custom- 
ers want branches, then Mid- 
land will be on the High 
Street. Nevertheless, First 
Direct will shortly be 
launching an intpmni pilot, 
and Midland itself will 
launch a PC banking prod- 
uct next year. “We're keep- 
ing our options even,” says 
the Midland's Mr SewanL 
At BIB, Mr Townsend 
believes the same number of 
people will be employed in 
the future, but performing 
different tasks, such as 
answering phone calls, and 
picking-and-packing in ware- 
houses. "Companies will be 
able to run their businesses 
tax more efficiently,” he 
says. “Interactive television 
is genuinely going to revolu- 
tionise the way we do busi- 
ness." 


with a consumer-advice 
organisation to do exactly 
thte. He also points to oppor- 
tunities for banks to exploit 
their traditional risk man- 
agement skills by selling 
them an to the new breed of 
virtual financial institutions. 

The financial services 
industry is. of course, infor- 
mation-rich' - making it ide- 
ally suited to the modern 
global network environment 
Unlike manufacturing where 
Teal* goods must be assem- 
bled and despatched, finan- 
cial services can operate 
entirely within the scope of 
the global electronic net- 
work. This will become 
increasingly evident as cus- 
tomers move to on-line bank- 
ing via their home PC or a 
TV set-top box. 

The current infrastructure 
of banks - based on a wide- 
ly-spread network of expen- 
sive High Street locations 
and a cumbersome, central- 
ised administrative model - 
is not an ideal starting point 
to compete in this new 
global environment 

"The big hanks are seeing 
that their five-year strategies 
are not holding water 
because the technology is 
moving so quickly. The bar- 
riers to entry are coming 
down. As long as you have 
an identifiable brand name 
such as Virgin, for example, 
and good risk management, 
you can use the technology 
to pat you in any market 
yon want.” says Mr John 
Mamngjey. manager of stra- 
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LOOKING AHEAD »By Philip Manchester 


tegic finance accounts at UK 
software company Logica. 

“If you take the example of 
European Monetary Union 
(Emu) - which levels the 
playing field for financial 
services companies of all 
kinds - you begin to see the 
problem. Banks cannot 
afford to set up marble pal- 
ace in every market town In 
Europe so they must use dif- 
ferent strategies. 

“Nowadays, you can set up 
your accounting database 
and your customer rail cen- 
tre wherever you like. It is 
easy to see new-style virtual 
finance organisations cher- 
ry-picking the profitable ser- 
vices in this market Tradi- 
tional hank s a r d insurance 
companies must therefore, 
find partners that will give 
them the international cov- 
erage they need to compete,” 
he adds. 

Some banks are, of course, 
already experimenting with 
advanced technology. Mr 
John Pipe, chief technology 
officer at groupware special- 
ist Staffware, says that "a 
major UK bank” is using its 
software to set up corporate 
PC banking. “They are 
looking for ways to bring 
customers and suppliers 
closer togetber by offering 
credit checking services. Our 
software lets a customer 
place orders on-line through 
the bank which then carries 
out the checks and passes 
the order on to the supplier." 

This provides a useful 
model for virtual financial 
organisations. “It gets the 
suppliers and the customers 
to work together through 
processes that you own. You 
can of course outsource the 
whole operation including 
things like claim checking in 
insurance or credit che cking 
for loans.” 

Mr Mattingiey from Logica 
suggests that, in as little as 
five year's time, the whole 
face of financial services will 
have changed as a result of 
advances in technology. 
“The new ’push* technolo- 
gies - which enable you to 
get to your customers 
through the network - will 
be less about traditional 
banking and more about 
management of informa- 
tion." 


Software industry 
pre-occupied with 
tough challenges 


The year 2000 
date problem. 
Emu and 
prospects of a 
global electronic 
currency are 
key issues 

T he world computer 
software industry has 
been badly caught out 
by the problem of the transi- 
tion from 1999 to 2000. 
Although estimates vary, the 
cost of putting the world’s 
software right so that it can 
handle the change is enor- 
mous. Mr Robin Guenier, 
chief executive of Taskforce 
2000. says it will cost £31bn 
just to sort out the problem 
for the UK. Worldwide, the 
figure could be as high as 
$1.5 trillion. 

The year 2000 problem can 
be summed up very simply. 
Until quite recently, com- 
puter software used only two 
digits to hold the year in 
data fields. The result is that 
any date after December 31, 
1999, will appear to be chro- 
nologically before all exist- 
ing computer data - which 
makes a nonsense of any 
date dependent computer 
operations. 

Software developers 
lamely argue that much of 
the software they have cre- 
ated over the past 30 years 
was not expected to survive 
as long as it has. It seemed 
legitimate, therefore, to hold 
only the last two digits of 
the year. Now they are fever- 
ishly working to put this 
right so that the world's 
computer systems do not 
grind to hah in 2'/, years’ 
time. 

This is. of course, is noth- 
ing short of scandalous ~ 
especially given that not ah 
software suppliers are genu- 
inely solving the problem - 
merely postponing it 
"1 am not enamoured of 
the software industry at the 



Dennis Keeling: ‘I am not 
enamoured of the software 
industry at the moment ' 

moment,” says Mr Dennis 
Keeling, a business software 
analyst and director of the 
Business and Accounting 
Software Dealers’ Associa- 
tion (Basda). “Although 
some companies - such as 
SAP - are taking a very 
responsible attitude, a sur- 
vey we made recently shows 
the majority of software 
developers are still using a 
two-digit date. They are get- 
ting round the processing 
problems with alterations to 
programs that fudge tbe date 
so it works.” 

The software can cope 
with dates up to about 2040 
- "but really the whole thing 
is a cheap fix to duck the 
problem. And many suppli- 
ers are charging their cus- 
tomers to put the problem 
right, which is not at all 
acceptable.” says Mr Kee- 
ling. 


While the year 2000 prob- 
lem is obviously the most 
serious pre-occupation of the 
software industry, it is, of 
course, not the only one. The 
proposed single European 
currency also presents a sig- 
nificant challenge to soft- 
ware developers - as, 
indeed, does the prospect of 
a global electronic currency 
for trading over the internet. 
British Telecom predicted 
recently that global elec- 
tronic currency could be in 
common use as early as 2003. 
This will mean further 
changes to the basic 
accounting software that 
every company uses to run 
its business. 

Unsurprisingly, software 
companies are quick to 
defend themselves and many 
have changed the way they 
build software so as to be 
able to cope with future 
changes Of this kin d. 

“A global electronic cur- 
rency could be some way off 
- but we have to consider it. 
We have been through the 
exercise with the Euro and 
our approach has been to 
move to multiple currency 
accounting. We have 
changed our software so a 
customer can, for example, 
invoice in French francs to a 
supplier in Germany and 
receive payments in Japa- 
nese yen." says Mr Richard 
Anning, UK product market- 
ing manager for accoun- 
tancy software company, 
Coda. 

The company has adopted 
object-oriented design tech- 
niques which splits software 
applications into a self-con- 
tained modules. “If you 
break software down in this 
way it makes it a lot easier 
to make changes and cope 
with changes. We are also 
working with other accoun- 
tancy software suppliers 
through the Object Applica- 
tion Group to specify com- 

Continued on next page 
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Centered 


Because ease of computer operation tod fast access to 
the right information are becoming mcretoiftgiy crucial 
factors, Siemens Nixdorf has a ciwfo^tijwf Centered 
Computing. Ukefoeusermtertace: Regwfestof whether 
you're used ro windowing or fi cftrta in Web browser, 
only little effort is needed to laem jppfarirtinn v 

Because the took and feel remains the same, \ 


VWfo "ComUnity" Siemens Nixdorf has developed a new 
software architecture fer component- and network-based 
solutions. Legacy appEca^ns.iso, can be integrated into 
these new solutions. And foe poire of integration is always 
the user s workplace. Supported by a broad portfolio of 
infinitely scalable hardware - From network computers 
to SCENIC imdtmwdia PCs :o high-performance servers. 


Computing 


User Centered Computing also means moving beyond 
technology issues and concentrating solely on The 
needs of theuser. It then makes no difference whether 
the user is on a private network, an Intranet, or on 
a public network, the internet 
For more information visit us at internet hnp://wv*Av. sni.de 
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headaches of 

„ infonnation systems between merging companies is a tough problem, but intranets - or 
te 'networfcs,^ ^ on internet technology - can help to eiase the difficulties 





omp^ueH ; ;biVe 
Kfaedupon intrants 
as tbe easy rimfe to 
disparate computer 


~ I WUK UMJMiqW 

islands of information- In 
intranet -technology 
jEotbs bat to.be acfaeapand . 
-^simple way of delivering 
king 1 BaagiifraftiT objeo- 
.i£re:af integrated in fonna - 
flan toclmology systems. . 

^ Whlph begs the. question: 
.V Intranets can do this 

mtemally, conld they be 
. used to smooth the costly, 

■ said often Moody, process of 
:13V integration following a 

mergeror acquisition? 

■ * While the basin ess cvse - 

■ fac a merger may be bated 
(hi factors such as comple- 
mentary products, good 

; geographicalor cultural fit,, 
tf, win ody bold ifthe-com- 
ptiter systems of tJxe two 
companies can be success- 
fully Integrated. 

Knitting the IT infra- 
structures together will not 
only be expensive, until the 
process is completed it vffl 
ba impossible to exploit the 
fkffl potential of the merged' 
operation. And : as it 
becomes evident that infor- 
mation may be' one of a 
company’s most valuable 


assets, the process of IT 
integration will become 
more central in delivering 
file fun value of a merger or 
acquisition. 

Mr Dan Collins, director 
of. the network specialist 
Integrals, says; “Increas- 
ingly .systems compatibility 
and how the hybrid organi- 
sation leverages its collec- 
tive data to give competi- 
tive advantage, win matter 
more than factors such as 
p/e ratios.” 

Merger process 

Mr Collins believes that 
-one aspect of intranets that 
has escaped general atten- 
tion is the impact they 
coold have In helping to 
integrate the systems of 
merged or acquired organi- 
sations. “It allows yon to 
base everything an a com- 
mon web b r ow se r interface, 
and connect bade to multi- 
ple information sources, 
wh at ever make of machine 
they reside on. Just the fact 
of having a common user 
interface could be signifi- 
cant in smoothing the 
merger process.” 

Mr Matthew Wall, busi- 
ness unit director for inter- 


net and new media at EDS, 
agrees “intranet and inter- 
net technology in general 
wOl make integration of 
organisations easier to an 
extent." 

One important benefit 
will come at the beginning 
of the merger process when 
the respective intranets of 

the two companies could act 
as a single channel of com- 
munication to all staff in 
file merged organisation. 

“Lots of companies have 
difficulties when they 
merge in communicating 
with the staff they are tak- 
ing over — Uniting intranets 
wID allow instant sharing 
of information,”- says Mr 
WaJL Even a simple aspect 
such as tbe ease of publish- 
ing a shared telephone 
directory would oU the 
merger, wheels. Indeed, in 
deals which take time to 
ratify, because for example 
of anti-frost inves tigati ons, 
thte method of communica- 
tion could provide a chan- 
nel for preparing the 
ground. 

An example is the merger 
between the telephone com- 
panies, BT and MCI, where 
much of the detailed work 
on how the merger will pro- 


ceed^ was carried out using 
telecoaferwicing and group- 
ware over the. internet “It 
certainly can help with the 
courtship process,” says Mr 
WalL 

- Using the internet, two 
merging companies could 
also instantly share applica- 
tions via a web server, 
without having to modify 
the applications. Internet 
technology also makes it 
possible to deliver new 
app lications without having 
to change the hardware 
infrastructure of either 
partner. 

Core problems. 

A company which has a 
policy of growing through 
mergers and acquisitions 
could develop an IT tem- 
plate, based- on internet 
technology, which cotald be 
fitted on to the IT'infra- 
structure of any company fr 
acquired. • 

• But whatever intranets 
may da in terms of improv- 
ing pftmnwm fc vt tWHI and 
-turning inftraa tHm fa to a 
sharedresource,theywiIl 
hot get rid of the'ft^adache ' 
of in te grating : the •' main 
back-tend- .'''processing 
• v V;j- -W . 


systems, “intranets will 
make IT integration easier, 
but they won’t solve the 
core problem,” says Mr 
Wan. 

MT Kevin Green, a direc- 
tor of Qlsy Systems andSer- 
vfees - who has worked on 
such heavy-duty IT integra- 
tion projects as tiie Abbey 
National and National' Pro- 
vincial bedding .societies, 
and the Halifax and the 
Leeds building societies - 


UK pioneers in 
home banking 


“Two banks that did 
uo fi ri ug but PC fa»T»kfag on 
the • Internet would still 
have the problem of inte- 
gration of different host 
systems. So, while intranets 
may help With 'some of tbe 
cultural issues, I don’t 
think they would be a- 
major boon to easing the' 
paths of mergers andacqxrir 
sJtfons." ' ■ 

Mr Coffins says:. “Pm not ■’ 
sugge sti n g that if yon nee 
intranets,. . everything - is 
easy and' simple. You still 
need sophisticated skills 
and tool-sets to make ft 
wor k. While it is still com- 
plicated to integrate the. 
back-mid* it ia eader for the 
users because the user-in- 
teiface.ifi consistent.”: . 
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Keeping pace with demands 


Self-service 
customers now 
expect convenient 
ATM access, 
everywhere 

T he biggest operator 
and marginally the 
second biggest owner 
of self-service automated 
teller machines (ATMs) in 
the US is not a bank but an 
IT services group, Electronic 
Data Systems. 

It operates 11,000 machines 
0Q behalf of banka and owns 
6,000 of these. It is also one 
of the more imaginative 
operators: it runs video 
advertisements of just three 
to five seconds during tba 
time a machine needs to 
handle a transaction and 
print a receipt - and charges 
advertisers $200 a month per 
marhina. In addition, it bag 
persuaded banks to offer 
unsecured loans of up to 
$5,000 through the m ach in es 
and pay the money instantly 
- and it gets $20 for each 
loan granted. 

These developments in 
trams of ownership and cus- 
tomer services provided 
through ATMs are set to 
continue as technology 
keeps pace with change, not 
only in customers' life styles 
and expectations but also in 
the financial services mar- 
ket, where centuries of bank- 
ing tradition are being shat- 
tered by competition from 
previously unlmagined 
sources, most notably super- 
markets. 

Indeed, a third of ATMs in 
the US and IX per cent in 
Europe (17 per cent in the 
UK) are no longer at 
branches but in other public 
places, such as airports and 
shopping centres. The trend 
is this way: in the UK, 
nearly a third of new ATMS 
go to sites away from 
branches. 

These trends are bringing 
growth of more than 10 per 
cent a year in the number of 



NCR's Personas cash machines are smal enough to aft on the end of a bar. Other new-style ATMs now offer wider facfDfies, rap Emth ig 
financial services with touch- sen si tive screens, sound, text, gr a phi cs and videophones 


machines in Europe, accord- 
ing to Retail Banking 
Research. In the UK, ATMs 
accounted for 80 per cent of 
cash withdrawals last year. 

“Consumers are now say- 
ing that their bank branch is 
not necessarily the most con- 
venient place for banking 
business," says Mr Bob Tra- 
montane, a vice-president at 
NCR, the world’s biggest 
supplier. “They want access 
everywhere: where they live, 
work, shop and play." 

People are also prepared to 
pay for this convenience, 
through small fees for using 
ATMs not owned by their 
own banks. In fact, banks 
see a business opportunity 
and even a necessity here: a 
US study by Forrester 
Research concludes that 
such charging will be the 
m«fa spur for growth in 
numbers of machines 
installed away from 
branches. Forrester says a 50 
cent charge halves the num- 
ber of transactions needed 
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for an ATM to break even 
and gives banks an opportu- 
nity to get at competitors* 
customers. 

Almost 40 per cent of 
banks Interviewed said gen- 
erating revenue was the 
main impetus for their 
future ATM strategy; this 
was ahead of C 06 t savings (33 
per cent), in addition, n per 
cent mentioned the aim of 
winning new customers and 
a s imilar number the oppor- 
tunity for marketing prod- 
ucts. 

ATMs also suit banks in 
their traditional routine 
activities: transactions 

through a machine typically 
take only 30 seconds - and 
cost four to eight times less 
than business across the 
counter. Banks are seeking 
to close expensive high 
street sites but still need to 
offer customers convenience: 
ATMs are one answer, espe- 
cially as technology enables 
them to replicate many of 
the services of a branch. 

Basic facilities just emerg- 
ing include the recycling of 
deposits, so that notes 
entered can be paid out to 
subsequent customers, 
reducing the need to refill 
the machine, with all the 
cost and security implica- 
tions. 

Image processing of depos- 
ited cheques is being consid- 
ered so that customers can 
get a printed copy as a con- 
firmed receipt Mr Tramon- 
tane at NCR says people will 
be able to use ATMs to load 


cash credits onto electronic 
cards, exchange national 
currency for euros, and do 
other, similar conversions. 

Nationwide Building Soci- 
ety in the UK is going fur- 
ther. replicating virtually all 
branch services with 10 
machines combining touch- 
sensitive screens, sound, 
text, graphics and video- 
phones. The project enables 
it to concentrate expert staff 
in one location instead of 
trying to provide specialist 
advice through every 
branch. 


C 


ustomers can enquire 
about mortgages, 
loans, Insurance and 
savings accounts. They can 
find out how much mortgage 
they could get, and the 
repayments, plus calcula- 
tions on the return on their 
savings. There are video 
clips oh the role of solicitors 
and surveyors In home buy- 
ing. Personal contact with a 
human is possible through a 
videophone link to staff at 
the head office. 

Such facilities are some 
way off for most financial 
institutions: the Forrester 
study shows that more than 
80 per cent of transactions in 
the US are still just cash 
withdrawals. In Europe, 36 
per coat of offer no 

more than this in any case, 
and only a fifth handle bill 
payments and just over a 
third accept deposits and 
print mini-statements. 

Observers say, however. 


that new competition will 
force hanks to invest in 
extra self-service facilities, 
ranging from selling invest- 
ment products to taking 
orders and printing theatre 
and travel tickets, and to 
continue looking for new 
ATM sites. Those sites might 
need to house two machines, 
one for quick transactions 
and one for more complex 
business. 

“Banks traditionally had 
relationships with their cus- 
tomers. but new life styles 
and the demand for conve- 
nience have reduced cus- 
tomer loyalty," says Mr Tra- 
montane at NCR- 

Retail ere are now entering 
this market, and they are 
working bard at relation- 
ships and loyalty, too. “They 
are already good at gather- 
ing masses of data on indi- 
viduals’ buying habits - and 
they have prime locations, 
he adds in confirmation of 
Forrester findings that 
ATMs are becoming an 
important medium for pro- 
moting brand image and 
winning — and retaining — 
customers through conve- 
nient automated services. 

“If banks see a relation- 
ship with a customer as just 
a series of transactions, the; 
can lose the benefit of their 
strong brand images,” he 
says. “The way loyalty is 
going right now, banks 
might just find their custom- 
ers are switching to doing 
business with a supermar- 
ket" 


Thousands of 
customers will 
help test a new 
PC-based service, 
writes 

Michael Dempsey 

T he Alliance & Leices- 
ter. the £2.8bn UK 
financial institution 
that changed its status as a 
building society and con- 
verted to a bank in April 
this year, is now pioneering 
developments in home bank- 
ing technology aimed at put- 
ting it ahead of rival ser- 
vices. 

The shift from building 
society to bank was part of a 
larger migration in the Brit- 
ish ffaawp-ial sector. With the 
Halifax following suit to 
become the nation’s largest 
hsnif m June, the pressure is 
on to attract and retain cus- 
tomers in a highly competi- 
tive marketplace. 

Customers who remained 
with converting societies in 
order to qualify for windfall 
share allocations now need 
an incentive to stay with the 

new bank. UK banks and 
building societies are 
engaged in a massive round 
of mail shots wiH national 
advertising campaigns, 
based around interest rates 
and aimed at luring these 
new shareholders away from 
their old building societies. 
Mr Tony Barker, manager 

Of riirwrt financial services at 

the Alliance & Leicester, 
riwnira the solution to tills 
evolving aitnafrfan is to fa kft 
the bank to the customer. 1 
do a lot of my financial 
affairs an a Saturday even- 
ing,” he says. 

Mr Barker is responsible 
for a new. six-month technol- 
ogy trial which the Alliance 
& Leicester hopes will put it 
in front of rival banks. Same 
2,000 of its customers have 
agreed to take part in a 
home banking operation 
using personal comp uters to 
conduct day-to-day transac- 
tions. 

The vehicle for this service 
is a system developed by 
Italy’s Olivetti and refined in 
Denmark where SDC. the. 
clearing banks’ ffafa* centre, 
has more than 60,000 cus- 
tomers using the product, 
nairtpri E Hank 

Under a new Identity of 
Olsy, the wholly-owned ser- 
vices arm of Olivetti. E Bank 
is now being pushed as a 
cost-effective tool for banks 
across Europe. Mr Nick GUI, 
consulting services manager 
with Olsy UK, explains that 
while Internet technology 
provides the communica- 
tions backbone for E Bank, 


the delivery mechanism is a 
dosed loop between Alliance 
& Leicester and Its custom- 
ers. 

Mr Gill is admirably 
relaxed about IT terminol- 
ogy. “Its a virtual private 
network - or an Intranet - 
call it what you will.” 

BT provides the E Bank 
network for the customer, 
but by acting as an internet 
service provider (ISP), the 
bank can guarantee both 
security and speed of 
response. Buying in its own 
capacity means Alliance & 
Leicester guarantees the 
bandwidth available for the 
home banking service, side- 
stepping common com- 
plaints about slow Internet 
response times. 

Security is always cited as 
a prime consumer objection 
to personal financial transac- 
tions across Internet-related 
services. Both Alliance & 
Leicester and Olsy claim to 
offer an impenetrable level 
of encryption for signals. It 
is ironic that this came 
about, courtesy of US restric- 
tions on the export of algo- 
rithms that provide a very 
high level of signal encryp- 

Alliance & 
Leicester 
already has a 
pedigree in 
direct banking 

ticn. 

Faced with Washington's 
refusal to authorise the over- 
seas sales of sophisticated 
coding keys, Olivetti staff in 
Copenhagen joined forces 
with SDC to devise an Inde- 
pendent level of encryption 
that Mr Gill claims would 
take a vast computing 
resource "an infinite time" 
to crack. 

Users of the £500.000 Alli- 
ance & Leicester service 
need a Windows PC and 
modem. Mr Gill says both 
Olsy and the bank decided to 
allow a broad level of access 
to E Bank. “Some home 
banking services are con- 
strained to people using 
Windows 95, but you can 
access our service from Win- 
dows 3.L" 

Mr Barker describes E 
Bank as primarily PC-based, 
with the bank's own servers 
linked into customer data- 
bases resident on Tandem 
and IBM hardware. He is 
adamant tbe service will be 
on offer to all of the bank’s 
On customers when the trial 
is complete. 

Alliance & Leicester 
already has a pedigree in 


direct banking, and inher- 
ited a huge electronic bank- 
ing infrastructure when it 
bought the state-operated 
Girobank in 1990. 

Girobank is now Alliance 
& Leicester's commercial 
banking, arm, processing 
£73bn in 1996. Its telephone 
banking service for personal 
customers was adapted from 
the Girobank service, which 
also handles state social 
security payments on a com- 
mercial basis. 

Mr Barker says E Bank “is 
a logical extension of what 
we do already. We’ve been in 
direct banking longer than 
anybody else in the UK." 

The bank will not be tak- 
ing on any new staff to run 
the service, since Mr Barker 
believes today’s personnel 
and systems that handle 
telephone banking can cope 
with the move onto home 
PCs. the £500,000 spend on E 
Bank is dwarfed by Alliance 
& Leicester's £15m Branch 
Equipment Replacement 
Programme. Known as 
‘Berp’. this will involve 
installing Compaq PCs. run- 
ning Olsy software, right 
across the bank's 338 
branches between October 
1997 and March 1996. 

New flat-screen monitors 
for teller positions - that 
allow the display to be 
rotated in the direction of 
other staff and customers - 
are included in the order, as 
are new laser printers and 
help-desk services to beef-up 
staff exploitation of IT. 

Tbe idea is to present the 
most efficient and user- 
friendly face possible to a 
customer-base whose loyalty 
will be tested by fierce inter- 
est rate and service competi- 
tion in a world of newly-de- 
mutualised building 
societies fighting to establish 
their status as leading 
h anks . 

Beyond the positive 
impression that Alliance & 
Leicester hopes will be cre- 
ated by Berp. is an emerging 
policy of trying to push com- 
puter processing out of the 
smaller branch and into 
local or national hubs. In 
theory, this should leave 
staff to concentrate on cus- 
tomer relations. 

But the financial sector in 
the UK has seen big staff 
cuts as banks try to slash 
payrolls. In common with its 
rivals in a turbulent market 
Alliance & Leicester is using 
technology as a part of a 
larger balancing act. fighting 
to reduce costs while avoid- 
ing alienating customers. 
And the threat that windfall 
shareholders may choose to 
move their accounts is 
clearly a potent force 1 


Obstacles likely to delay launch 
of global electronic currency 


From previous page: 

men interfaces between dif- 
ferent products." 

Other suppliers are taking 
the samp approach as Coda 
and using object-oriented 
design in anticipation of the 
potential changes to accoun- 
tancy practice that could 
result from moves to a 
global electronic currency. 

"In 1993, we completely re- 
engineered our packages 
using object technology. 
Changes such as those for 
tbe year 2000 and Emu have 
made this essential. Future 
changes in areas such as tax- 
ation and accounting for 
multiple currencies present 
even more challenges," says 
Mr John Crooks, UK manag- 
ing director of Norwegian 
accountancy software devel- 
oper, Agresso. 

UK accountancy software 
developer Pegasus Group 
has also re-engineered its 
packages - although sales 
and marketing director Mr 


Chris Leak does not see a 
global electronic currency 
happening for quite some 
time. 

“We have changed the way 
we construct our software so 
it can handle change better. 
But I don’t think electronic 
trading is a technology 
issue; it is more to do with 
standards and they are not 
there yet. 

“If you look at electronic 
data interchange (EDO for 
example - we have had tt far 
years, but there are lots of 
different standards which 
have slowed its acceptance. 
We need the banks to accept 
common standards for elec- 
tronic trading to really take 
off" 

While standards are the 
key to global electronic trad- 
ing - in. the same way that 
they were to the growth of 
the internet - they are 
unlikely to evolve by design. 
Mr Geoff Beeson, a principal 
consultant at PA Consulting 
specialising to global pay- 


ment systems, says there are 
political and cultural obsta- 
cles which will slow prog- 
ress. 

“I can’t' see a global elec- 
tronic currency emerging 
from agreements between 
countries. If you take Emu 
as an example - the story 
goes back to the 1950s and 
there still isn’t agreement 
between the key players. If 
you extend this to a global 
market, it is even more com- 
plicated and there are many 
unanswered questions. 

“Who guarantees the elec- 
tronic currency and how can 
people be sure it’s stable? 
How does real cash compare 
to digital cash? Who fixes 
the exchange rate?” 

It will be some time before 
electronic currency becomes 
as important as the dollar or 
the Deutschmark. But at 
least this time the software 
industry is thinking about 
the problem and should not 
be caught out as it was with 
year 2000. 
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Information Management Resources pic (IMR) is a UK based services 
provider with an integrated offshore capability. Our range of specialised 
services includes proven expertise In delivering Year 2000 systems 
conversions. 


Using CC-PAC®, IMR's proprietary conversion methodology and Transform 
2000™ toolset, we are currently assisting major companies with Year 2000 
date systems conversions. When combined with our ability to utilise large 
numbers of offshore staff in India, we can offer our customers substantial 
cost savings coupled with reduced conversion cycle times. 


To find out more, please contact Mefvyn Burgoyne on tel. 01494 791791 
Information Management Resources pic. 

Link House, SL Mary's Way, Chesham, Bucks, HPS 1HR. 
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Over $500 businesses are reaping the benefits of using the R/3 System from SAP. 


R/3 Is an extremely flexible software system, which means that we can custom-build a fully 
integrated system for you. 


ffwwqr 

with 

innovative 

software 

sofcrttatt 


A genuinely open client/server structure, 'with built-in handling of issues such as Year 2000 
and European Monetary Union, means that you protect your IT investment now, and into 
the future. 


And with a support structure to provide first-class expertise to aii sixes of organisation, the 
extensive experience of SAP people, coupled with the strong industry focus of our Solution 
Providers, ensures fast and efficient implementation. 


Tb receive your information pack about SAP and R/3 please call the SAP Information Service 
on 0181 818 294a 
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DynaSoftfu security solutions are designed 
to provide maximum protection to mission 
critical data, systems and applications. 
With more than 130 customers worldwide, 
Dynasoft is firm ly as a leading 

security supplier across all industry 
sectors, tm multiple platforms. 

And with nearly half of our staff dedicated 
to product development and support, 
Dynasoft is already looking forward to 
protecting the systems and applications of 
the future. 


I a Security Management System 
a Data Protection ■ Internet Security 
■ PC Security « Data Mining 
■ Management Control 

Proreanty is an advanced Security Management System 
when operates across on Applications and Platforms, 
providing (uA database protection at a data item level. 
Pfoteflrtty gives fuH Management Control over 
autoefrtteaCon. encryption and data access, it provides a 
comprehensive auditing function oi all security 
parameters Protegnty suppons all major authentication 
and encryption standards. 
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Fax:(01691)672407 
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Do you take risks with confidential company information? 


Do you know who is browsing through confidential company information when you send It 
to other locations over your network. How can you ever be sure that your network Is not 
being compromised? 

Total Network Solutions, recently acknowledged as one of the fastest growing companies 
In the UK, can provide you with products with which to send your confidential data 
securely. Our pouters have been designed by Securicor 3net for connection to Leased Line 
and ISON with DES hardware encryption and as one of the largest suppliers of Cisco 
products we can also offer their acclaimed PIX Rrewall. Cali TNS on 01691 650075 now 
for a FREE demonstration. 


Racal IT Security, Meadow View House, 

Long Crendon, Aylesbury, Buckinghamshire HP18 9EQ 
Tel: 01844 201800 
Fax: 01844 208550 


How we traditionally obtain and pay for products and services Is fundamentally 
changing. Delivery of services via Internet, Intranet, Pay TV, Vending and Rnancial EDI 
are just some examples of the services that could be provided using electronic 
payments via smartcards. The networks over which payments are made Is also 
dramatically changing. Traditional networks run by service providers such as banks are 
now being joined by new networks and new players In the market - retailers for 
example. Racal IT Security as part of Racal Electronics pic is well placed to provide 
security for future payment network {over whatever network It may be). Having 
secured some of the worlds most complex payment systems, It has the Industry 
knowledge, expertise, product and global spread to create and support payment 
security worldwide. 
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Bmji Company Is a leading prortte; ol wilwprisa-wtds busimns 
software sppfiiztiarcvxl ccn&uffing servlcas Compotes m (tie 
hybrid manutacfljnng, as aoD as ufomoUw. ewaromes. prated 
end process Mub&mi uaa kb products to stnumtha proesates 
■crass the wwprisa , ® «** « atensl procasses sows the 
supply Ohsbi Boon IV. comprising Bun AppOcattm, Ban Tools 
snd Onjwsie ertwete the traditional EflP to a raw 
parsflgm rated Dynamic Eraarpnae MoAdBng IDH4J. OBI 
provides ttis tiKiwworii u rapMy adapt satteara m dunging 
nyanlsatniBl structures, business practices and operatHmal 
procedures. Bam N supports tfie sndrE spsctruni ol m 
orgardsailons procesM indudng sals Joracactiog . NtMtitory 
enntroi, pnmnnMnt, dJatCbiiJon. (ham, serMca ft 
meJniwianw wid prafw nmugwum. 

HardraWCompttJUty 

Unto, WtadowWT.W.BM, SUII, Dig sal and othsr open jystsms 
products. Database support Oracle. Hivral*, Sybasa. UteiosoJi 
SOL San* 
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AIRWAYS • By Rod Newing 

Airline’s accounting 
system brings big 
benefits worldwide 

British Airways’ new financial processing system will 
enhance productivity in 65 overseas offices 


I n retrospect, selecting 
mainframe software 
“was a better decision 
tnan we could have known 
at the time," says Mr Ben 
Caswell, director of what is 
called the finance change 
Programme'. “Since then, we 
have adopted a strategy of 
further centralisation of 
financial transaction pro- 
cessing, for which it appears 
completely appropriate.'' 

As part of its continuous 
focus on cost-efficiency, Brit- 
ish Airways Finance wanted 
to dramatically reduce pro- 
cessing costs and radically 
increase the quality of its 
output. The function was 
putting too much effort Into 
processing and not enough 
into analysis. Its mainframe- 
based general ledger system 
was technically out-of-date 
and was not year-2000 com- 
pliant 

The general ledger chart of 
accounts had not been 
changed for at least 20 years 
and was not used worldwide. 
“It was a big problem, 
because it didn't allow us to 
carry out the financial anal- 
ysis which we needed," says 
Mr CaswelL 

The decision to implement 
new general ledger, pay- 
ables, purchasing and report- 
ing systems was made late 
in 1994. The airline decided 
on a mainframe solution 
because of its centralised 
finance organisation, the 
number of users of the sys- 


tem, the transaction vol- 
umes and the number of 
feeder systems which were 
mainframe-based. 

Walker International's 
Tamaris product was felt to 
be closest to British Air- 
ways’ technical architecture. 
For much of the manage- 
ment and financial report- 
ing, Mr Walker suggested 
using Essbase, a multi-di- 
mensional database which 
works in conjunction with 
spreadsheets and other 
front-end tools. Its perfor- 
mance can be tuned specifi- 
cally for Information 
retrieval and access rather 
than for the transaction pro- 
cessing of the ledger. 

A t least 150 people were 
involved in the project 
which took two years 
to implement, a timescale 
that reflects the diversity of 
requirements in an airline, 
which is a large and central- 
ised organisation. 

British Airways now finds 
it much -easier to access gen- 
eral ledger data. The new 
systems empower the line 
business areas to take more 
ownership of the financial 
information that the organi- 
sation holds. “It assigns 
clear accountability for the 
validity of source transac- 
tions and provides access to 
financial information in a 
style and format managers 
feel comfortable with so they 
nan unders tand their finan- 


cial position," says Mr 
CaswelL 

"They now know what the 
total amount they spend or 
receive has been and. for the 
first time ever, can go 
through to the source trans- 
action to understand what 
has given rise to that finan- 
cial performance," says Mr 
Caswell. “That allows them 
to make better-informed 
decisions and to communi- 
cate much more effectively 
around the organisation 
when trying to address 
issues of financial perfor- 
mance. 

“This is particularly criti- 
cal in the airline Industry 
which has relatively low 
margins, so tight financial 
management is important. * 

The project has had a big 
impact on British Airways 
as a company because it bas 
provided a framework for 
centralisation of financial 
transaction-processing that 
will result in very significant 
savings to the organisation. 

“The benefits from it far 
outweigh the costs in terms 
of direct savings and produc- 
tivity improvements.” says 
Mr Caswell. “More impor- 
tant are the benefits in 
terms of the better informa- 
tion it gives to the business 
people to allow them to man- 
age their finawMal affair s 
more effectively. 

“We have a target of ach- 
ieving £lbn pounds of 
annual r unning savings by 



British Airways' passengers check hi at Heathrow. The arfine 
industry has relatively low margins, so tight financial management 
b important the benefits at BA's new software system far 
outweigh the costs in terms of (Greet savings 


the year 3000,” explains Mr 
CaswelL “The new systems 
are a key set of tools to iden- 
tify our progress towards 
that target and make any 
necessary changes required 
to ensure that we achieve 
it” 

Mr Caswell's team is cur- 
rently investigating in detail 
how they can roll-out the 
new system worldwide to the 
airline's 65 overseas offices. 
This wifi allow their transac- 
tion-processing to be central- 
ised in the UK. Far instance, 
all invoices would be sent 
direct to Britain by suppli- 


ers. However, paper han- 
dling will be eliminated 
wherever possible by the use 
of electronic data inter- 
change (EDI), self-billing and 
assumed receipt. 

“We set out three years 
ago to have the most time-ef- 
ficient, easy-to-operate and 
control-integrated financial 
systems and processes in the 
industry," concludes Mr 
Derek Stevens, rfilaf finan- 
cial officer at British Air- 
ways. 

"The new systems will set 
us well on our way to ach- 
ieving this." 


Awards for 
software and 
service 
companies 

The winners of Univoma 97, the pan-European 
software awards were announced at the 
Pavilion d'Armenonvflle in Paris last month. 

The event - presented by the Open Group, 
and sponsored by ICL, SCO and Siemens 
Nixdorf, in association with the Financial Times 
and Computing magazine - recognises tha 
achtevuments of software and service 
companies in leading and faeffltating the 
practical implementation of open solutions by 
their efients. 

The category winners of the 1 997 Open 
Group Software Awards are: - 

□ System software award: 

Cttarfx Systems. 

This company has captured a leadership 
position in the multi-user, application server 
software market with its thin-efient/berver 
approach to enterprise computing. Founded In 
1909, Citrix has become one of the fastest 
growing companies In the US. Its flagship 
product, WinFfame, enables organisations to 
achieve ‘lower-cost application ownership* 
through the deployment of business-critical 
applications over heterogeneous computing 
environments, without lass of applications 
performance, data security or administration 
control. 

□ Information society award: 

INTOUCH with Health. 

This is a kiosk-based health Information 
service, designed for pubHc use in doctors' 
surgeries, hospitals, pharmacies and the 
workplace. Brain, the commercial force behind 
INTOUCH, is a 720-employee, £40m turnover 
communications company. The company uses 
an interactive multimedia development team of 
20 specialists and has bases in Cirencester, 
Bristol and London. 

□ Business appBeatkm award: 

Systems Union. 

This Is one of the world's top ten suppliers 
of client/server financial and business software, 
consultancy and support to mid-market 
companies and public sector groups. The 
company has the world's highest number of 



accountancy solutions implemented on 
Microsoft SQL Server. 

□ Internet commerce award: 

Adas Product In terna tional 

API specialises In software and consultancy 
relating to electronic commerce. The user-base 
now exceeds 1 ,500 companies in more than 
28 countries. Products are available on a wide 
range of platforms, thus emphasising' the 
company's commitment to ‘open systems'. 

□ Innovation award: 

Lemout & Hauspte Speech Products. 

L&H Is an international leader In the 
development of advanced speech technology 
for various commercial applications and 
products. The company's world headquarters 
. Is In leper. Belgium. The company's three core 
technologies - automatic speech recognition, 
taxt-to-speech and digital speech - are 
licensed to some of the world's best-known 
telecommunications companies. 

□ Newcomer award: 

Techex Communications. 

This is a value-added services supplier and 
distributor, specialising in local and global 
electronic mall, Internet and Intranet solutions 
for networked communities. The company, 
based in Maidenhead, Berkshire, is one of the 
UK's leading suppliers of electronic messaging 
services. 

Continued on next page 



SANDERSON 


Ibfc 01 14 282 7777 
Fan 0114 282 1340 
E-Mail: SeanK49Sanderson-cbtxo.uk 


Far Premier Computer Solutions 


Sanderson is tin UK’s premier open systems supplier of computer solutions and related technology and 
networking sendees with 1 5 offices In the United Kingdom and operations in Australia, USA. New Zealand 
aid East Asia. Sanderson has developed and owns an extensive portfolio of software packages for a wide 
range of industries and applications Including: 


Manufacturing 
Processing Industry 
Direct Marketing & Mail Order 
Finance and Distribution 
Printing Industry 
Media Industry 


Local Government 
Schools & Colleges 
Reel Management 
Airports 

Financial Management 
Healthcare 


Credit Management & Collections Multimedia & CBT Training 


Logistics and Distribution 

Hotels 

Sol lean rs 

Production Monitoring 
Insurance 
Poise & Security 
Document Image Processing 


GeegrapUsal Coverage: International 


O SANDERSON 


Pega^SoftnretJ& • 

Orion House. Orion Way, Kettering, 
Northants, NN156PE 
Tel: 01536 495000 Far 01536 496091 
Website: http://www.pegasus.co.uk 

Pegasus Is one of the leading suppliers of 
accounting and business software in the UK. 
Pegasus Opera integrates the finance function with 
management Information. Add Integrated Contact 
Management via Pegasus Connection; 
Manufacturing from Pegasus Operations; 
Electronic Commerce with Pegasn Edition; Retail 
Solution from Pegases PenPoint for a total 
bushiass solution. For small and growing business 
we have our Windows based Capital Family of 
protects. 

Hardware/CompatlhllRy 
DOS, Windows or 
Networking solutions 
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The CincoiTT Building 
99 King Street, Maidenhead, 

Berks SL61DP 

Tel: 01628 542301 Fte 01628 542350 
http: www.clncom.com 

TOTAL Framework from Clncom Systems Is the 
worlds first and only Rapid Application 
Customisation (RAC) environment - allowing you 
to create robust production-capable and folly 
adaptable applications by separating process logic 
from application logic, data access logic, and the 
view layer - "Build once, use many!" 

With 6000 customers hr 72 countries Cincom has 
been helping forward linking organisations 
operate more efficiently and profitably for over 25 
yeare. 
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I Ratf cwal Software Corporation 

Olivier House 

18 Marine Parade, Brighton 
East Sussex BN2171 
Tel: 01273 624814 Fax: 01273 624364 
Rattaar Software CwporoUo n dawtopa. instate, wfl aapports i 
cDfflprahenehflBohitlon lor HdomUrotaconvonant-baMd 
iowiopmem or software iptoms Hut Mtwpitas dapoid ml 
R attamrs raktkm tactodes an megratad fanfly of products flat 
automs naftMni fantopmant ■ soft*®* process mol tan be 
coofioart Id tte spscfllc met of cn nanus, 2nd a rang# oi 
corewflbg and support tumricss. 

Rataaru mmprdtur&tve product Ora includes On ftasorcil Rose 
tanfly of vfaoJ moMtag totfe B» SO* Soft# ol ctamtowr 
tesOng toote ftequWfc^ tot tapfnrtng and mnybs software 
isqiftwMitoSQOA toramraUnB software doctaPMt 
(mote tfwftatoosf Summit bitty o! component mmotmeat 
and nikftin&girmiHoimrt note; and tha Rational Ape* tundy 
ol Maomtefl pwr HM wWiflsniilrMiniina. Ratart sup gore major 
bnukumiatton todnoioeltt and program mtag tangoaorc. 
tadadtag VfeuaJ Bask, Vtanl Gt+. VfeualJ++ PuwefWtdor, Forts, 
PooploSoft’a People Tood. Orectfs Banner 2000. Alb. C++. and 
Java. RHkwarS products are mnfebta tadMdiflUy or as pan ol 
fanoraM. man product sokes, for more tu&auuOun on ftauonsTs 
products and Bwvtaa,** RaDouaTj P/J|QNAI 
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Software Architects tanaUeoaJ Ltd 

Eflfcrprtea House, Mdtanal Technological Paris. 

Umartcfc, btfaod 

Tot 4353 B1 33811 Bum 41 04 Fax: ♦353 813356Z8 
EreafcaaleBOsaUe Wetatte: www.SAI.Usal 
SAJ are a specialist company focused on cash and treasury 
rmnagamonL Tin suite of Cask Hmumnt CHeaVSmr 
products ocJm&c- 

CttbbaoK SMftMfc UMtiag /TEWS 

mmox Tnmor WorhUthm 
fo awtMnkig die prawn hncDanakty of Cashbook. Bectrone 
Banking and Treasury, SAI can pronde customers with an 
Integrated solution lor cash management and financial 
accounting. 

HartwaralCampaflUHly 

INTEL Windows 05/WtndovB NT 

DEC ALPHA WindowsNT 
HP9000 HP-UX 

BMRS/KHM ADC 

BM AS/400 OS/400 

SmgnpMcal Cowrew Mcmfflatal 
AppOcatana toh MmagemenL Bectrorfc Banking tacAtees & 
ftfl Treasury Managemem lunanmalty 
CM Dependent upon 
specific renutremente 
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Enterprise 


'Enterprise' Is the first true 32-blt Client 
Server accounting system for Win95/NT, 
which also has an optional DOS interface, 
both of which have full multi-currency, open 
period, powerful drill-down and drill-across 
features. 

Contact: Exchequer Software Ltd 
Tb): 01202 298008 Far 01202 298001 


liflafaua Software 

Crosby House, Meadowbank, Furlong Roar), 
Bourne End, Bucks 518 5AJ 
Tel: 01628 850850 Fax: 01628 850243 
htpu www.kiMum.com. 

infinlum Software offers a comprehensive suite of 
business systems, which tala Into account the 
requirements of complex national and mtetinational 
organisations. Using dierufcerw and oti|ea oriented 
technologies to provide easy-to-use applications, and full 


fnfinkira Software has onr 1400 dents world-wide 
cowing all business sectors and is today, one of the 


Hardware Sen/er - IBM AS/400, Mtcrosofl Windows NT 
(Sent - OS/2. Microsoft Windows NT & 95 
geographical Coverage UK, Mainland Europe, USA, 
Australia. Asia, South Africa 
Appflcstien Financial Management, Materials 
Management. Human Resources, Process Manutatfuring 
Cast Entry price level - E25J]00 


SOFTWARE THAT POLICES 
NETWORKS, JOINS FIGHT 
AGAINST HACKERS 
AND FRAUDSTERS 


Protocop, a powerful network policing 
tool capable of enhancing the security of 
financial institutions, government 
departments and major commercial 
organisations, is now available from ODS 
Networks, provider of managed LAN 
networking solutions. According to ODS 
Networks, around 70% of all Web sites 
today are vulnerable to attack. The 
number of organisations admitting they 
have suffered from Internet- related threats 
such as viruses and security breaches is on 
the increase. A recent survey carried out 
by Dan Farmer, an independent researcher 
in tire USA, revealed that the Web sites of 
many of the world's banks and credit 
unions are vulnerable to outside intruders. 
This means that their networks are in 
danger of security breaches which, in the 
most serious of attacks, can lead to the 
deletion of a file or even the entire system 
crashing. The survey revealed that, of the 
660 banks whose web sites were 
scrutinised, 68.33% were vulnerable to 
attack. Out of the total 1734 web sites 
tested from industry sectors including 
banks, credit unions, US federal sites and 
newspapers, two thirds had significant 


security problems. One third of these 
could be broken into with almost no effort 
at all. ProioCop is like having a 
surveillance camera permanently 
monitoring your network. It bas the ability 
to detect security leaks and breaches in 
and around firewalls, log and monitor 
Internet sources of conversations, 
sessions, attempted and successful freak- 
ins. It will also identify system hackers, 
trace foreign addresses identifying 
possible security risks or hackers, and 
monitor all internal transactions for 
curious traffic patterns. Most 
organisations do not have the resources or 
expertise to monitor their own critical 
systems effectively. However, with 
Protocop, network managers can have 
complete control of their entire network in 
cost-effective solution. ProtoCop works 
with any SNMP-managed device to 
provide a top-down view of a network, 
gathering data from thousands of SNMP 
and RMON devices. In a relational 
database application environment, 
ProtoCop analyses and correlates the 
network data and then inserts it into it's 
database. The system correlates data from 


hundreds of protocol analyses, 
automatically correcting those minor 
events that do not require human 
intervention. Data is displayed on a 
centralised console in tire form of a report 
that can be easily customised to meet end 
user requirements. ProtoCop is an SNMP 
data collection engine, with integral 
network discovery, and summary reports 
based on SQL queries to the attached 
database. Unlike physical oriented 
products. ProtoCop stores all similar data 
from all agents in about 300 database 
objects. These database objects contain 
full support -for all standard SNMP MIBs 
such as MIB-2, RMON, RMON-2JFDDL 
ATM and many others. protoCqp also 
supports network management Interfaces 
from any manufacturer (Cisco, Bay 
Networks, Cabletron etc.) supporting 
SNMP, MEB-2, RMON, RMON-2 and 
third party enterprise MIBs 

ODS Networks 


C9Qps 


For further Information contact: 
Laurence Martin, ODS Networks (UK) 
Unit 1 Ancetis Court, Ancefls Business 
Park, Fleet, Hampshire GU13 8UY 
Tel: 01252 812030 Fax: 01252 812040 
Email: laurencem@od&cojik 

http://wwwod8U3iin [|§ 
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305-5 Portswood Road 
Southampton S0 17 2LB 
Tel: (+44) 1703 581555 
Fan {+44} 1703 671173 


HTEC serves the retail/Rnancial markets providing 
turnkey solutions for magnetic/smartcard based 
customer loyalty schemes, EFT, POS and 
Information delivery. 

HTEC - market leader in electronic loyalty across 
Europe and North America, offers total solutions 
from design to Installation, including data 
extraction, polling and maintenance. 

Geographical Coverage 
Europe and North America 




HTEC 


Information Systems 
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MDS Marketing (UK) Ltd 

Tbf: 0181 6844904 Fax: 0181 884 0750 

LAPTOP and NOTEBOOK 
battery packs for all models 

Please contact us to receive our 
latest catalogue showing all our 
portable power solutions 

A12 Hastingwood Tradng Estate HaiboiRoad 
Edmon ton London Nf8 3RR 

email: jjxtteiMqieewHpueBniauowi 


WALL 

Wall Data® is a market leader in the 
development, marketing and support of 

connectivity and application software. 

The product range, including RUMBA® and 
ARPEGGIO® software and ONESTEP® 
service, provides business users with [he ability 
to access data or applications and publish 
information from anywhere in the corporate 
enterprise or Internet 



- . ■P'l < 

RUMBA Bfctfi'SilP 


For information: Tel: 0181-476 5000 

or www.waUdata.com. 
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3Com UK Ltd. Pacific Housa. Third Avenue 
Globe Park, Marlow SL71YL 
Tel: 01 628 897 000 
Fte 01628 897 003 

3Com Corporation has helped ever 25 milkm 
people gain access to critical information through 
Wgh speed networks. At the heart of the company^ 
vision is global computer networking, linking large 
businesses, small offices and homes through its 
industry-leading Asynchronous Transfer Mode 
(AIM} and switching products. Scorn's customers 
Include Scottish Power, which has just Installed the 
largest ATM network In the UK, Microsoft and 
educational institutions including Oxford and 
Dublin Universities. 

Geographical Coverage 
Worldwide 
Applications: 

All sectors 
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INTERVIEW • Rod Newfng talks to Tim Berners-Lee, inventor of the World Wide Web 

Internet explosion: the story 


of a ‘slow bang’ 


When Tim Berners- Lee invented the 
World Wide Web, there was no great 
interest. Today, it heralds an era of 
worldwide electronic commerce 


T he World Wide Web. 
the graphical Interface 
layer that has brought 
about the Internet explosion, 
was bom in total apathy. It 
was invented by Mr Tim -Ber- 
ners-Lee, then a program- 
men physicist at the Euro- 
pean Centre for Nuclear 
Research iCem) in 1989. He 
circulated his proposal, 
which would dramatically 
change the world, but 
received no comments back. 

He re-circulated details in 
May and still received only a 
few comments, so iu Septem- 
ber, 1990. his boss. Mr Mike 
Sendall. suggested: “Why 
not just go ahead?" 

Mr Berners-Lee bought a 
NeXT computer, produced a 
Web server and graphical 
browser and editor and the 
rest is history. 

The problem that Mr Ber- 
ners-Lee was trying to solve 
was information loss. “Our 
computers produced paper 
information.’' he explains. 
“The information was elec- 
tronically available, but we 
couldn't get at if 
The documentation system 
at Cern was diverse and 
operated on a range of differ- 
ent incompatible computers. 


Documents could be any- 
where on tbe network, in 
any format or structure, 
which frustrated the physi- 
cists. 

Mr Berners-Lee invented 
the concept of an abstract 
•information space’ into 
which a document would be 
put. Each document needed 
a simple identifier that tells 
a computer where it is to be 
found. The Information 
space would be populated by 
lots of different formats. 

“Anything can have an 
identifier, therefore a Web 
page link can point at any- 
thing." says Mr Berners-Lee. 
“An information space could 
contain a cheque, shipping 
list, encyclopaedia or the 
constitution of the United 
States." 

T he World Wide Web, 
knowu as the Web. 
consists of a global 
series of linked pages, which 
are both information spaces 
and provide links to other 
information spaces. The con- 
cept. called ‘hypertext’, had 
existed before in software 
help systems, but only 
within the same document 
set 


Mr Berners-Lee recognised 
that putting the Web into 
the public domain was 
important and spent 16 
months persuading Cern to 
sign away their rights to his 
invention. “For it to be 
widely adopted, it needed to 
be developed and extended 
with impunity," be says. “If I 
had made the Web into a 
product, it would have been 
in somebody's interest to 
make an incompatible ver- 
sion of it" 

He points this out without 
mentioning any names. 

Once in the public domain, 
use of the Web has multi- 
plied by ten each year, in 
what Mr Berners-Lee 
describes as a “slow bang". 
Mr Berners-Lee sees the ini- 
tial development of tbe 
World Wide Web as succes- 
sively encompassing four 
separate mar kets. Web pub- 
lishing was the first market 
to take off, creating free pub- 
lic global information, 
although Mr Berners-Lee 
points out that it does not 
have to be free, public or 
global. 

The intranet (private net- 
work; market, based on 
internet technology, is still 
developing, allowing people 
to work together in business 
processes. The electronic 
commerce market is about to 
take off and will be followed 
by education and tr ainin g. 



Berners-Lee: he befieves that the World Wide Web is fundamentally 
'a platform for other things to come’ 


which he believes is impor- 
tant because of its tradi- 
tional lack or funding. 

Mr Berners-Lee has since 
left Cern to become the 
Director of the World Wide 
Web Consortium, known as 


W3C. (see box, below). He 
defines the goals of the Web 
as being to create personal 
empowerment, to promote 
social efficiency, understand- 
ing and harmony and to 
exploit computing power in 


real life. Asked about the 
future, Mr Berners-Lee 
believes that the Web is fun- 
damentally a platform for 
other things to come, but is 
vague about what they will 
be. “If we know what the 
future is. we aren't looking 
far enough ahead," he 
believes. 

“The more general the 
Web. the more powerful and 
diverse the applications can 
he, but I don't know exactly 
what they are going to be. 
They will be powerful, fast 
and reliable and wifi cater 
for their legal implications. 
They will be part of society 
and society will be part of 
them. We will be able to 
build whole new worlds, but 
we must address the type of 
society we can build in an 
information space." 

Clearly, there is a danger 
in such a revolutionary 
change that the Web is 
bringing about, but Mr Ber- 
ners-Lee is an optimist “We 
are building applications 
which reflect the values 
already existing in society," 
he believes. 

“We will upset markets 
and upset jobs, but we will 
also create markets and cre- 
ate jobs. We must be mature 
about how we use it and 
make sure we continue to 
hold the values we held 
before." 

His vision is that when the 


Web is in everybody's home, 
we will still have a collection 
of personal neighbourhood 
services, which we value as 
we do today. However, we 
will also have a worldwide 
electronic directory of prod- 
ucts and services, which we 
will also value. “We can 
keep our values, but lose the 
time we spend trailing 
around for routine shopping 
and chores," he hopes. 

I nspite of the unknown 
replacement for the Web. 
W3C is working on some 
more immediate improve- 
ments. The "Web of Trust" 
will provide the ability to 
sign a document so that any- 
body can ask to whom infor- 
mation belongs and what are 
the licensing terms for using 
it. This will be important for 
both electronic commerce 
and team-working on the 
Web. 

Jointly with Commerce- 
Net. an industry forum for 
electronic commerce, the 
Joint Electronic Payment 
Initiative is standardising 30 
different protocols for nego- 
tiating payments between 
banks, organisations and 
individuals. 

"We will need several 
mechanisms to take account 
of different transaction 
types," points out Mr Ber- 
ners-Lee. “For instance, 
when you buy a house you 


do a lot of detailed paper- 
work. but when you buy a 
newspaper you throw some- 
body some chong** and you 
don't need to know who they 
nre.“ 

The Personal Privacy Pro- 
file will allow Web users hi 
choose how much informa- 
tion they give away when 
they arc connected to a Web 
site. A new language is 
being developed which 
might say “you can have my 
name and address, but can't 
give it to anybody else ur 
use it for marketing." 

The Web access pro- 
gramme is designed to give 
access to disabled people, 
but could also benefit driv- 
ers and auyhody else who 
needs tn use both hands. 

Furthermore, it is encour- 
aging aural stylo sheets to 
moke it easy for somebody, 
who cannot read pictures, to 
follow links, it is also teach- 
ing people how to design a 
form on a Web site that can 
be filled in by a blind person 
or by using speech. It will 
provide a way for a table to 
explain to a speech synthe- 
sising browser how to Tend* 
it- 

Whatever shape the 
replacement for the Web 
takes. Mr Berners-Lee is 
optimistic: "It must have 
everything we currently live 
and breath and enjoy!" 


INTERVIEW • Geoffrey Naim talks to Jim Barksdale, president of Netscape 


Seasoned veteran in 
a youthful industry 


Netscape’s staff have doubled in the 
past year as its Navigator product has 
become the most popular browser for 
accessing the World Wide Web 



Barksdale: This business is subject to rapid evolution and that’s 


E ven the head of the 
world’s fastest grow- 
ing software company 
takes things easy once in a 
while. Mr Jim Barksdale, 
president and chief execu- 
tive officer of Netscape Com- 
munications. has recently 
developed a passion for wine 
and while Netscape’s Califor- 
nian home may be fertile 
ground for internet compa- 
nies. it is not so fertile for 
grapes - currently there is a 
shortage. 

So Mr Barksdale, who sits 
on the board of California’s 
renowned Robert Mondovi 
Winery, last month dropped 
a gear in his frenetic sched- 
ule to spend a leisurely week 
touring the vineyards of 
Europe with his three chil- 
dren in a quest for new 
grapes. 

Vacations are a luxury at 
Netscape, which has grown 
at breakneck pace and now 
must move Taster still if it is 
to stay ahead of its competi- 
tors. most notably Microsoft. 
But despite the public image. 
Mr Barksdale has other 
interests beyond battling 
with Microsoft chairman, Mr 
Bill Cates. His first words 
during a recent interview 
were reserved not for Com- 
municator. Netscape's latest 
web browser, but a new Tus- 
can red wine, called Luce, 
whose launch he had just 
attended in Italy. 

“I started this interest in 
wine one year ago and it 
makes a change from all 
those [other] boring boards 
that I am on," he jokes. 
Europe may run a gaping 
deficit in high technology 


but when it comes to viticul- 
ture, the skills and experi- 
ence of the Old Continent 
cannot, apparently, be easily 
be substituted. The same 
could be said of the 53-vear- 
old Mr Barksdale who has 
spent nearly two decades 
running some of most com- 
petitive businesses in the 
US. This is unusual in the 
internet industry, where 
experience is typically mea- 
sured in months rather than 
decades. 

Co -founder 

Mr Marc Andreessen, tbe 
24-year-old co-founder of Net- 
scape and its technology 
whiz kid. was still at junior 
school when Mr Barksdale 
was first making his name at 
Federal Express. He started 
as chief information officer 
in 1979, building the com- 
pany a sophisticated pack- 
age-tracking system that 
made FedEx a byword for 
customer service and effi- 
cient logistics - FedEx is 
today one of Netscape's 
favourite customers. 

In 1983. Mr Barksdale 
became chief operating offi- 
cer at Federal Express and 
boosted revenues from SI bn 
lo S7.7bn by 1991, when he 
left to become chief execu- 
tive officer of McCaw Cellu- 
lar. a mqjor player in cellu- 
lar telecoms that 
subsequently merged into 
AT&T Wireless Services. 

It is rare for the head or an 
IT company to have such 
broad-based experience and 
Mr Barksdale believes this 
gives him an advantage 


what makes it more exciting' 

when talking to customers. 
"1 have bought and inte- 
grated more business soft- 
ware than any other chief 
executive officer in the busi- 
ness and I understand the 
need [for it] to show a real 
return on investment " he 
says. 

In January 1995. he sur- 
prised the world by abandon- 
ing the high-profile job of 
chief executive officer at 
AT&T Wireless Services for 
Netscape. then a 
little-known startup trying 
to market a web browser 
that Mr Andreessen had 
developed as a student at the 
University of Illinois. 


In the 30 months that have 
since elapsed, the internet 
has taken off and Netscape 
with it. The company has 
grown like topsy - its pay- 
roll has doubled to 2,200 
people in the past year - and 
its Navigator product has 
become the most popular 
browser for accessing the 
web. Investors eager to 
climb aboard the internet 
bandwagon pushed Net- 
scape's stock to strato- 
spheric ratings after the ini- 
tial public offering in 1995. 

But in mid-1997, investor 
frenzy has cooled somewhat 
as Netscape comes under 
Increasing competition from 


Key role for the World Wide Web Consortium 


The independent World 
Wide Web Consortium, 
commonly known as W3C, 
was founded in 1994 at 
Massachusetts Institute of 
Technology’s Laboratory 
for Compotes* Science. 

It was chosen because, as 
a former host of the ‘X* 
Consortium, it already had 
a reputation for neutrality 
and technical excellence. 
CERN was involved in the 
work and the US 
Department of Defense and 
the European Commission 
provided initial funding. Mr 
Berners-Lee was appointed 
as its director. 

“Big companies were 
rebuilding themselves 
around the Web, so we 


needed a vendor neutral . 
body to push standards 
forward quickly," 

Mr Berners-Lee. “It is in 
everybody's faiterest to get 
it right and ensure that 
there are no 

incompatibilities. Vendors 
can agree on protocols and 
compete on speed of 
implementation, although 
standardisation often lags 
deployment by a few 
months." 1 

W3C has 160 members, 
which include hardware 
and software vendors, 
telecommunications 
companies, Internet sendee 
providers, content 
providers, cable companies, 
governments and academic 


institutions. However, Mr 
Berners -Lee believes that 
the richness of the 
consortium comes from the 
variety of commercial 
companies that join it, from 
industries such as finance, 
publishing and intellectnai 
property. 

“The Web is so important 
to them that they want a . 
presence at the table where 
decisions are taken." says 
Mr Berners-Lee. 
Membership is 
predominantly from 
European and US 
organisation and starts at 
SSJXXL 

The essential nature of 
the consortium is open and 
neutral. Membership fees 


fund staff who facilitate 
meetings, edit documents, 
organise events and talk 
technology. "We have a 
“minimalist' design 
philosophy." explains Mr 
Berners-Lee. “IT we are to - 
get everybody to agree, the 
standard has to be as small 
as possible. We have no 
policing role to enforce 
standards, but users do that 
when buying software. 

“However, we aitat the 
boundary between great 
new ideas coming out of 
research and their 
wide-scale deployment." 

Further details are 
available from http: H 
wuw.ur3.org 

- Rod Mewing 


Microsoft. Last week. Net- 
scape’s stock was 45 per cent 
lower than a year ago. even 
though the company's latest 
quarterly financial results 
show revenue of S120m, a 120 
per cent increase from a 
year earlier. 

In sharp contrast, Micro- 
soft's share price was 118 per 
cent higher over the 
year. "Our share price is now 
more realistic," says Mr 
Barksdale, who will not fore- 
cast future performance but 
admits Netscape's growth 
will inevitably slow in the 
future. 

At the beginning of this 
year, analyst firm Jupiter 
Communications estimated 
Netscape's share of the 
browser market at 59 per- 
cent with Microsoft’s rival 
Internet Explorer taking 31 
percent By the end of 1997, 
Microsoft will take the lead 
with a 52 per cent share 
against Netscape's 38 per 
cent Jupiter predicts. 

“They [Microsoft] are not 
going to get that share.” 
counters Mr Barksdale. “But 
even if they do and we get a 
third of the market we will 
stm be the fastest growing 
software company." The 
“browser wars" between 
Microsoft and Netscape dom- 


inated the headlines last 
year, but Mr Barksdale is 
clearly irritated when Net- 
scape is described as simply 
a browser company. 

Last year, about half of 
Netscape's revenues came 
from sales of its Navigator 
browser with the rest com- 
ing from server products 
aimed at corporate intranets. 
The browser’s share will 
drop even further and Mr 
Barksdale aims for an ideal 
revenue mix of one! third 
from browsers, a third from 
server software and a third 
from services. 

Unlike Microsoft, which 
decided early on to give 
away Internet Explorer, Net- 
scape has stuck to Its policy 
of charging businesses for its 
browser - though consumers 
can download a free version 
without support or upgrades. 

Netscape Communicator, 
the successor product to 
Navigator launched last 
month, includes new fea- 
tures aimed at corporate 
intranet users and costs $49. 

Mr Barksdale defends the 
decision to charge for 
browsers. “Today, Microsoft 
has a third or less of the 
[browser] market even 
though they gave away the 
software,” he says. "Commu- 


nicator costs just $49 
whereas you can spend 
$4,000 on the PC. What most 
corporate buyers do not 
want to spend money on is 
upgrading the underlying 
platform." 

The latter remark is a crit- 
icism of Microsoft’s plans to 
tie its Internet Explorer 
browser into its Windows 
operating system with a 
product called “Active Desk- 
top". This would oblige cor- 
porate users to upgrade to 
the latest version of Win- 
dows to keep up with Micro- 
soft's browser technology. 
Barksdale claims. 

Contrast 

Netscape has long empha- 
sised that its browsers run 
on different computers and 
the new Communicator 
product is being released in 
versions to run an Windows, 
Macintosh and Unix comput- 
ers. 

Microsoft, by contrast, 
concentrates Internet 
Explorer development on its 
Windows 95 operating sys- 
tem. Mr Barksdale sees Net- 
scape's future focussed 
firmly on corporate intra- 
nets. 

“Before anyone had even 


heard of the company, Net- 
scape’s original business 
plan contained this vision of 
the internet for enterprises. “ 
he says. “Now, 80 per cent of 
our revenues come from 
business and 95 of the top 
100 US firms already do busi- 
ness with Navigator." 

But corporate intranets 
are also a target market for 
Microsoft, which has the 
advantage that most corpo- 
rate PCs already run Micro- 
soft software. Mr Barksdale 
is thus working hard to win 
businesses over to Net- 
scape’s Intranet strategy and 
he boasts of the 100 large 
firms that this year signed 
up to use Us new Communi- 
cator and SuiteSpot server 
software before the products 
were ready to ship. 

Mr Barksdale at 53 is a 
seasoned veteran in the 
youthful internet industry 
and, despite the frenetic 
pace, he says he has no 
plans to retire. His mentor is 
Mr Ray Noorda who founded 
the networking company 
Novell, aged 58- 

“This business is subject 
to rapid evolution and that's 
what makes it more exciting. 
HI stay as long as I bring a 
certain value to the com- 
pany." 
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This year’s award winners 


Continued from previous page: 

□ User award: 

Telia of Sweden. 

Telia, which has the largest share of both 
analogue and digital telephone network 
subscribers in Sweden, regards its 
internet -enabled SAS data warehouse 
application, called BOSS (Business 
Operational Support System) as a strategic 
resource in maintaining its market position. 
Sweden's mobile telephone network has the 
highest density rate in the world. 

□ Special industry award: 

James Gosling. 

Mr Gosling, a vice president and Fellow at 
Sun Microsystems, has been the lead 
engineer for the Java/Hot Java system. His 
early activity was as lead engineer of the 
NeWS window system. 

Mr Gosling graduated from Calgary 
University. Canada, in 1977. and received a 
PhD in computer science from 
Carnegie-Mellon University in 1983. He has 
built satellite data acquisition systems, a 
multiprocessor version of Unix, several 
compilers, mail systems and window 
managers. Mr Gosling has also built a 
WYSIWYG text editor, and a text editor 
called Emacs for Unix systems. 

The 1997 awards 

Highly commended companies in the 
business software category were Gradient 


Technologies, a leading supplier of security 
solutions for the enterprise; and Open Vision 
VERITAS, the data storage management 
company. 

Also commended were Algorithmics 
Incorporated, the Toronto-based supplier of 
enterprise- wide financial risk management 
software; and Atlas Products International, 
specialist in electronic commerce, (business 
applications); Cherwell Scientific Publishing, 
developer of award-winning scientific 
software; and Graham Technology, supplier 
of the business server technology. GT-X, 
(innovation category): Dascom, founded in 
1994 and a developer of authorisation and 
management software, (newcomer category); 
and Leading Bits, founded In 1993. a market 
leader for software for the advertising 
industry. 

Mr Paul Taylor. IT correspondent of the 
Financial Times served on the Unrversa 
awards Jury. Mr Peter Martin, editor of the 
international edition of the Financial Times, 
represented the FT at the Paris awards. 

For more details of the awards, contact 
Christine Mambourg or Marie-France 
Serruys at: 

The Open Group. IB Avenue des Plfiiades, 
1200 Brussels, Belgium, 
tel; 32 2 772 88 88; lax 32 2 772 93 38; 
e-mail: m/.se rruyaaiopengroup.org 

- Michael Wiltshire 


INTERVIEW • Lars Nyberg talks to Paul Taylor 



NCR shifts towards high value software 


From Page Two: 

the bank. Some banks will, 
have one or two people in 
that virtual branch, some 
will have none. We thhik 
that as a consumer you 
don't want to hear about 
your bank reducing its 
branches, you actually want 
them to increase their 
'points of sale’. We can 
Increase the number of 
points of sales for the tumfc 
at a significantly lower cost 
— that is a virtual branch." 

Meanwhile, NCR is gear- 
ing up to exploit the shift 
towards electronic com- 
merce, "We have decided it 
is not a threat for this com- 
pany," says Mr Nyberg. 

Even if electronic casb 
and smart card technology 
could eventually eat into 
tbe group's traditional ATM 
business, he argues that 
this won't happen over- 
night, if ft happens at all. 
More importantly he 
believes tbe shift to elec- 


tronic commerce will 
require tbe deployment of a. 
huge new. retail infrastruc- 
ture to handle smartcard 
payments. “You also have 
to be able to download cash 
to your smartcard," he 
points oat, “that is also an 
in fr astr uc ture issue a huge 
business opportunity. 

“We have said we want to 
be the supplier to the banks 
to distribute their services 
in different channels, what- ' 
ever those channels are. We 
provide brhnch automation, 
we. provide self service, we 
provide telephone banking 
to the brandies today and if 
the banks are going in that 
direction we have to be. 
there and provide that 
infrastructure. 

But Bk .Nyberg; who pol- 
led the plug on NCR’s 
attempt to become a high . 
volume PC manufacturer. Is 
equally convinced that NCR 
should not waste its R&D 
dollars on 'commodity 
items’ which it can buy-in. 


"It’s important we spend 
our money on things 
custo m ers really perceive as 
adding value because then 
we get the higher margins 
we need to pay tbe cost 
structure we have. 

“I think NCR in the com- 
puter business has been a 
box shifter." he says. “Now 
we want to move thin com- - 
pany to higher added-valtte 
because tbe margins are 
bigger; second, it’s a less 
volatile business; and third, 
it fits most of the people in 
this company., I want to go 
higher up the added-value . 
ladder. 

Solutions 

“1 want to understand the 
business problems of cus- 
tomers and deploy the tech- 
nology, we master here to at 
least provide them with one 
solution to their business 
proWem." 

Reflecting this shift away 
from hardware and towards 


higher value software, NCR 
has been investing heavily, 
in the. future in TCradata. 

If there is one technology 
that is going to have apro- 
- found impact on this com- - 
pany it is this database' 
technology, he says. Aside 
from porting Teradata to 
NT, NCR is also adding mul- 
timedia functionality and 
expanding scaleabilrty. con-: 
vfneed that; this is what~tte 
big ' data warehousing c us- - 
tcimers such as Walmart, 
the world's largest retail 
•' group, will require. 

“We are the. only canif 
pany that can- provide fuBy' 
scaleable working data*, 
warehouses," be- adds. 

“There are a number of r 

data warehouses that have 
not been successful,, but I'm 
convinced that if you're bi a . 
business with -hundreds - of 
thousands or maybe mil’ 
Dons of consumers .as your 
customers and yon don't 
master that technology, you 
are going to ht at a signifi- 


cant disadvantage. 

“If you. talk, to the- mare 
progressiv e sretdtert and 
banks . they,- : .will . tell- you 
that image,- marketing bo a 
segment of bnc L knowing 
your consumer are toe real 
'differentiators . .'between 
bank . A, B or C:" . ‘ 

M^ Nyberg alSo acknowl- 
edges -that staying ahead off 
competitors tn the data 
: warehousing market is the 
biggest technology : chal- 
lenge facing NCR-. ; 

_ “It’s , a fiercely competi- 
tive environment- There, are 
some very formidable com- 
petitors, reach asOrade and 
IBM, and we. are going to 
see -much tougher competi- 
tion 'going forwards. But tbe 
market ’ is exploding, so 

- there is room tor more , than 
just. NCR; We can’t asinuhe 
..we 'own'' this place, but -I 
prefer to have 20 per. cent of 
something that is much big- 
ger, than 35 per cent of 
something, that Is a tenth 
• the size." ' •' 
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New ways to reduce hazards 


Intricate software 
systems help 
monitor credit 
risk exposure 

R isk management is an 
intimidating subject. 
The diverse 
approaches adopted to com- 
puter programs that hanriip 
risk reflects a degree of 
uncertainty in the financial 
markets. Some institutions 
hold to the belief that risk is 
too closely married to their 
individual business for an 
external IT package to cover 
it. Others opt to buy soft- 
ware off-the-shelf. 

A third way is to go for a 
joint development, which is 
how Deutsche Morgan Chen- 
fell has acquired its Global 
Integrated Rating System, 
GIRS. 

DMG turned to the City of 
Lond on IT consultancy, 
CWB, which prides itself in 
working hand-in-glove with 
financial groups in their 
need for GIRS. Mr Mark 
Swann, director of CWB's 
software solutions group, 
cheerfully admits that credit 
risk, with many policies and 
netting agreements, is a 
tough subject. “Credit risk 


SMARTCARDS 


for emerging markets is a 
nightmare." he says. 

Mr Swann’s approach was 
to unify counter-party infor- 
mation from several data- 
bases, using Microsoft’s NT 
environment to handle the 
front-end of GIRS, while the 
heavyweight Unix operating 
system sits behind the easily 
accessible front screen. 

He claims that the rating 
system can use database 

software from any leading 
supplier and is an infinitely 
flexible package: “GIRS can 
pull-in electronic informa- 
tion Grom global vendors and 
use that to calculate how 
credit-worthy the counter- 
party is - yes, you do have 
credit rating agencies, but 
they only rate 7.000 to 10.000 
companies. Each data ven- 
dor delivers material in dif- 
ferent formats and we cap- 
ture it" 

The heart of this eight- 
month £lm project is an 
algorithm that takes finan- 
cial information and identi- 
fies which pieces are impor- 
tant to calculate a credit 
score, applying weightings 
depending on geographic 
location, industry sector and 
other factors. 

Mr Swarm is keen to 


underline that this software 
does not claim to be part of 
the exotic world of artificial 
intelligence. “Our software 
is smart enough to match 
information," he says. “The 
theory of string-matching is 
at work here: it involved tak- 
ing lines of words and 
searching for similarities 
among them, seeking a per- 
centage match.*' 

Hot topic 

CWB, which has 85 staff, 
says credit risk is a hot topic 
- and packaged software is 
in short supply. 

“We believe the package 
market doesn’t exist yet. 
There is a need to make flex- 
ible software," says Mr 
Swann, who thinks GIRS 
fills the gap. “It’s a big piece 
of ‘Lego’: people may not 
want all of it, but we offer a 
fast-track solution, support- 
ing an area that has previ- 
ously been handled in a 
fairly manual way, using 
spreadsheets." 

Part of the motive for 
DMG embracing GIRS Is 
market globalisation. This 
applies right across financial 
services. Project Zurich, a 
risk management program 


for the Insurance market, 
has been devised by $650m 
software bouse, SAS, and the 
Zurich office of the manage- 
ment consultants, McRhiaey. 

Zurich staff use statistical 
tools to model volatility and 
generate an overview of risk 
in any chosen environment 
Users write a lot of the sys- 
tem themselves using the 
core database engine devised 
by SAS. But commercially 
popular large databases 
should be happy feeding into 
a Zurich type application 
which costs around $65,000 
per desktop. 

At the markets division of 
BZW in London. Mr Bob 
Mainpri.ee, chief credit offi- 
cer, has turned to a commer- 
cial database, Sybase, to 
address the demand for risk 
management. The result. 
Global Exposure Manage- 
ment System (Gems), offers 
a set of links mto existing 
trading systems and was 
written in conjunction with 
Sybase staff. 

“The hardest part is get- 
ting all the data into one 
place," says Mr Mainprice. 
“Sybase devised a global 
database of the transactions 
we’re executing." 

BZW parted with around 


The next generation of highly 
intelligent, multi function smartcards 
could power electronic commerce 
and provide the transport mechanism 
for a wide range of new applications 


T he worldwide market 
for smartcards - plas- 
tic cards with tiny 
microprocessors and mem- 
ory built into them - is 
entering a new phase. Trials 
in many countries around 
the world are over and, as 
the market matures and 
large-scale deployment 
begins, new alliances and 
partnerships are being 
formed. 

In the process, market 
leaders in both the manufac- 
ture of the semiconductor 
devices powering smart- 
cards, and the smartcards 
themselves are emerging 
alongside new and innova- 
tive applications. 

For example, Schumberger 
has consolidated its position 
as one of the leading smart 
card suppliers through its 
acquisition of Soliac, the 
third largest manufacturer. 
That purchase positions 
Schumberger as the main 
competitor for Gemplus. the 
market leader in 1996. 

Meanwhile, among the 
semiconductor vendors. 
Motorola underscored its 
commitment to the market 
in March by forming a dedi- 
cated smartcard business 
unit and announcing that it 
will enter the global smart- 
card market, “as a total solu- 
tions provider, actively com- 
peting in what is expected to 
be a premier high-growth 
industry into the twenty- 
first century.” 

Such moves are being 
driven by the dramatic 
growth forecasts for the 
emerging smartcard indus- 
try. Forecasts for the size of 
the smartcard market vary 
dramatically. partly 
reflecting differing defini- 
tions of smartcards them- 
selves. However all analysts 


agree that the market is 
growing rapidly, perhaps by 
between 30 and 40 per cent a 
year. 

For example, Dataquest, 
the IT research group, pre- 
dicts that the overall market 
for memory and micropro- 
cessor-based cards will grow 
from 544m units in 1995 to 
3Am units by 2001. Of that 
figure, microprocessor-based 
smartcards. which 
accounted for only 84m units 
in 1995. will grow to L2bn 
units four years from now. 

“Until the year 2000. 
growth in the number of 
smart cards due to buoyant 
demand throughout the 
whole range of applications 
will more than compensate 
for the decline in prices, 
brought along by competi- 
tion, economies of scale and 
technological progress in all 
areas of smartcard produc- 
tion,” notes Datamonitor, 
another market research 
firm. 

So far. during the 1990s 
the high growth of the world 
smartcard market has 
mostly been driven by low 
value memory cards used for 
example, in pay telephones. 
However, microcontroller- 
based smartcards are expec- 
ted to grow at a much faster 
rate over the next four 
years, according to Lntex 
Management Services, a UK- 
based research firm. 

“Europe is currently esti- 
mated to be the largest 
region for smartcard with 
end users industries such as 
payphones accounting for 
the major portion of unit 
shipments,” said a report on 
the worldwide market for 
smartcards and semiconduc- 
tors in smartcards published 
by IMS in February. 

IMS predicts that the 



the Chartered 
Institute of Bankers 


http://www.cib.org.uk 


European smartcard market 
will grow at a relatively 
modest compound annual 
growth rate of just under 17 
per cent over the period to 
2001 driven by end-user 
applications such as banking 
and digi tal mobile communi- 
cations. 

Both America and the 
Asia Pacific regions are fore- 
cast to grow at a faster rate. 
IMS predicts that the Asia 
pacific region in particular 
will become the largest 
smartcard market account- 
ing for 38.1 per cent of all 
smartcard shipments by 2001 
followed closely by Europe 
with the US, which has 
lagged in smartcard take-up, 
remaining the smallest mar- 
ket. 

Most analysts also expect 
farther consolidation among 
the main smartcard suppli- 
ers following the merger of 
Schlumberger and Soliac. 
Among the semiconductor 
suppliers. Siemens, Motorola 
and SGS Thomson remain 
the main suppliers, each 
with market shares of over 
25 per cent 

However the strong proj- 
ected demand for smartcard 
semiconductorshas encour- 
aged a host of other smaller 

Europe is 
ahead of the 
US as today's 
main user area 
for smartcards 

suppliers including Texas 
Instruments and P hili ps, and 
Japanese suppliers including 
Hitachi. Toshiba and Sharp 
to enter the market 

“Although some standards 
issues, infrastructure issues 
and software issues remain 
to be resolved, chip cards 
hold the promise of being 
one of the world’s highest 
volume markets for semicon- 
ductors," said Mr Jonathan 
Cassell, an industry consul- 
tant with Dataquest “They 
can perform the duties of 
pocket change, paper money 
and debit and credit cards, 
acting as a means of Identifi- 
cation, access or payment” 

According to Datamonitor, 
the market will grow by an 
average of 35 per cent from 
$320m to reach $tlbn by the 
end of the decade. Within 
this segment microcontroll- 
ers will Increase their mar- 
ket share to almost 60 per 
cent, while intelligent mem- 
ory chips wiU become com- 
modity items and will com- 
mand less than a 20 per cent 
market share reflecting fall- 
ing prices. 

Among the main suppliers 
Motorola has focused to date 
os micro-controller chips, 
while SGS Thomson is a 
strong supplier of phone 
card applications and lands 
the Eprom segment Siemens 
has specialised in intelligent 
Eeprom based memory chips 
that are also used for phone 
cards, and high-end cr ypt o- 
controllers. 

Motorola’s decision to set 
up a dedicated smartcard 
unit is expected accelerate 
the move towards open 
systems standards and the 
next generation of combina- 
tion and contactless multi- 
application cards. 

“Our decision to provide a 
total solution to the smart- 


£2m to put Gems together, 
but Mr Mainprice thinks this 
made economic sense. 

“It’s paying for itself, hav- 
ing spent the money and got 
the data in, we can apply 
Gems to other products. I 
know a lot of other institu- 
tions tha t have ftimflar prob- 
lems and the market is 
demanding more ^ more 
global risk management” 

The City has recently 
hosted the launch of Market 
Risk, a Windows NT product 
from Financial Objects. This 
captures data from various 
sources so dealers can use it 
the first user in an institu- 
tion pays £40,000 then £2,000 
per subsequent user. Devel- 
oped with Yamaichi Bank in 
London, tha idea is to ensure 
a program of general market 
relevance using risk metrics 
from JP Morgan. 

Pressures 

Mr Hal Hovland hag been 
designing IT systems for the 
City since 1981. As the 
author of Market Risk, he 
explains that “easeof-use is 
everything to thi« commu- 
nity - these guys are very 
busy, they don’t need to 
learn a new system to get 
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FuHy cove re d: the right software development can protect against risk hazards. Choosing the package 
to suft the company Is the key - though demand Is now 


the benefit of Market Risk. 
They just master a dozen or 
so commands and icons 
fflmniMwH irin g rash flows GT 
values at risk”. 

Market Risk generates a 
risk calculation as the day's 
business progresses, rather 
than letting traders wait 
imtti the next day to .learn 
their fun exposure. 

Running under Windows 
NT, this software represents 
the inass market end’ of risk 
software. 


But specialised applica- 
tions still have a healthy 
future. Anvil, a £lm software 
house closely allied to the 
City, has just notched up its 
first sale of its Repo Trading 
System. Costing up to 
£500,000 per license this is an 
extremely intricate program 
. that can fekp trading data 
on board as the repo deals 
are set up. 

Securities trading in this 
environment demands vigor- 
ous position-keeping and 


monitoring of risk exposure. 
ABN Amro chose to work 
with Anvil, rather than 
developing a bespoke pack- 
age. 

Mr Lawrle Ellis. Anvil 
sales director, claims his 
company has met ABN 
Amro’s key criteria: “You 
stiD find traders to the repo 
market using pieces of 
paper. We offered the ability 
to enter trades online. They 
didn't want their dealers 
wasting time on a key- 
board." 


By Haul Taylor '£■■■ vTKsTTT 

Asia-Pacific market set to 
become the pace-setter 


card market comes at a very 
crucial timp in this indus- 
try’s development." said Mr 
Christopher Galvin, Moto- 
rola's chief executive. “We 
believe consumers are going 
to demand more functional- 
ity, higher standards of secu- 
rity and greater ease of use 
from their smartcards.” 

The US electronics group 
said it plans to drive open 
industry standards and 
develop new card and termi- 
nal operating systems, appli- 
cation programming inter- 
faces and developers’ tools 
with the aim of shortening 
the time required for third- 
party developers to create 
smartcard software and load 
new applications on to exist- 
ing smartcards. 

Most current smartcards, 
such as those deployed 
throughout the French bank- 
ing system that pioneered 
their use along with Groupe 
Bull, send and receive data 
by being placed In a termi- 
nal reader. These readers 
can be connected to a point- 
of-sale ter minal, installed in 
automated teller machines 
or built into portable com- 
puters, network computers 
or set-top boxes. 

Over the past IS months, 
contactless smartcards have 
begun to appear. These use 
radio signals to transmit 
data and are able to 
exchange data without actu- 
ally coming into a physical 
contact with a terminal. 
Contactless smartcards are 
expected to be used for rapid 
transit fare collection and 
access control, both applica- 
tions which require fast 
transaction times. 

For example, wireless 
smart cards supplied by Phil- 
ips are being used In Seoul, 
Korea, where about 800,000 
daily riders of 8,700 buses 
pay for their trips using the 
cards. Such cards are about 
twice as expensive as regu- 
lar smart cards but in key 
applications, the extra cost 
pays for itself in the conve- 
nience and other savings it 
offers. 

However the next genera- 
tion of smartcards is expec- 
ted to be combination cards 
providing both contacted 
and contactless methods for 

data t ransfe r for maximum 
flexibility and multiple appli- 
cations. For example, 
although smartcards are 
most usually thought of as a 
convenient replacement for 
cash, they are rapidly evolv- 
ing into a much more useful 
technology: 

Among the emerging uses 
for smartcards are as ‘porta- 
ble databases' storing an 
owner's medical data. They 
can also be used to execute 
sophisticated security 
schemes, store a record of 
cash transactions, or func- 
tion as a loyalty card giving 
retailers better feedback an 
customer spending habits. 

From a relatively humble 
beginning as single function 
bank or telephone cards, the 
next generation of highly 
intelligent, multi-function 
smartcards could power elec- 
tronic commerce, provide 
the transport mechanism for 
a wide range of new applica- 
tions and finally enable con- 
sumers to swap wallets full 
of credit cards and identity 
papers for a single, conve- 
nient piece of plastic con- 
taining an embedded micro- 
chip. 



Keeping the customers happy: Rret Direct's call centre at Stourton, Leed s . The latest generation of caB centres help to achieve enhanced 
•relationship buflcBng’ by a lowtog financial institutions to automaticaly identify key d e nts 


A vital role 
in customer 

services 


I n their bitter battle for 
market share, retail 
financial institutions 
have placed call centres 
firmly at the forefront of 
their strategies to improve 
customer service while 
reducing costs. The internet 
may one day become a main- 
stream banking channel, but 
until that day arrives, hanks 
and insurance companies see 
the humble telephone as the 
most cost-effective way of 
expanding delivery chan- 
nels, improving service and 
winning new customers. 

“There is much interest in 
internet banking, bat you 
should not forget that many 
more people have a phone 
than an internet connec- 
tion,” says Thierry Scellef. a 
Madrid-based consultant 
with Anglo-French IT ser- 
vices company Serna. The 
firm has helped set up call 
centre services for the 
French direct h anking ser- 
vice Banque Directs, part of 
the Paribas group, and sev- 
eral large Spanish banks 
including Banco C en tral His- 
pano and Caja de Madrid. 

Spain's smaller h anks are 
just as keen as their bigger 
sisters to set up phone bank- 
ing operations. Serna has 
also developed services for 
Ceca, a confederation of 50 
small savings banks and 
Cejas Rural es, which groups 
79 rural banks. The aim is to 
allow these smauw partici- 
pants to pool their call cen- 
tre operations and so share 
the costs and overheads. 

The price tag of a call cen- 
tre can run to several mil- 
lion dollars but the savings 
in operational costs it pro- 
duces can pay for the invest- 
ment In just four months, 
according to a report by the 
UK-based consultancy firm. 
Ovum. 

In the worse case, the pay- 
back time is 19 months. 
“However, the decision to 
build a call centre should 
never be a purely financial 
issue." says Mr David Brad- 
shaw, senior consultant at 
Ovum, who sees customer 
service improvement as the 
most important reason for 
considering a call centre. 


Indeed, many financial 
Institutions, after initially 
turning to call centres to 
unload low-margin activities 
from their branch networks, 
such as balance consulta- 
tions and funds transfers, 
are discovering that the tele- 
phone can be used to open 
up many new opportunities. 

Halifax, the UK bank, set 
up a call centre in 1995 to 
service the current account 
customers of Halifax Direct, 
its new telephone banking 
division, as well as to gener- 
ate new business for the 
company. The volume of 
business -created by Halifax 
Direct in its first year far 
exceeded forecasts and calls 
rocketed from 42,000 in the 
first month to over half a 
million a year later. 

To help its 400 agents 
answer the calls, the bank 
turned to a software product 
called CBR2 supplied by US 
firm Inference. CBR2 uses a 
technique called case-based . 
reasoning to allow agents to 
follow a sophisticated 
“script” when a customer 
calls. It is based on an expert 
systems engine which accu- 
mulates knowledge by ana- 
lysing examples of questions 
and answers and stores that 
knowledge i n the form of a 
“case base”. CBR2 allows its 
400 agents to answers calls 
In an average of 2 J5 minutes, 
which the bank claims Is up 
to 30 percent faster than 
other systems. 

This is important as direct 
banking operations usually 
have a freephone number 
and so the bank has to pay 
for the calls. Also, quicker 
handling allows the agents 
to handle more calls, so 
increasing productivity. 

CBR2 has become a princi- 
pal component of tiie Halifax 
Direct call centre and has 
been used for nine different 
products or services, includ- 
ing an insurance emergency 
line and a tax advice service. 

The real test of Ore for the 
call centre has come during 
the past few months when 
the bank had to set up a 
hotline to handle queries 

Continued on back page 
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IT in finance 


DEALING ROOMS • By Michael Dempsey 

Trend-setters of the 
financial world 


The sums being spent on high tech 
dealing room systems dwarf the 
budgets for information technology 
in other sectors of finan ce 


T he market for dealing 
room technology has 
been in flux for more 
than a decade. Ever since 
the 1980s, spectacular “big 
ticket 1 projects have chal- 
lenged IT suppliers and 
allowed the customers to 
draw attention to the status 
of their institution. New 
themes emerge regularly, 
and the scale of the larger 
deals guarantees energetic 
selling by the IT industry. 

Some approaches do settle 
down long enough to become 
an international standard. 
The digitalisation of infor- 
mation feeds, allowing users 
to mix-and-match data from 
different sources, was still a 
live issue during the early 
1990s. Today, ‘the digital 
feed' is here to stay. But 
other trends are trying to 
gain respectability and 
shake off their voguish tag. 

EDS project 

The US computer services 
giant, EDS, is now involved 
in a massive contract to con- 
figure dealing floors for JP 
Morgan in New York. JP 
Morgan pays EDS $10m 
every year for its services. 
Mr Peter Lowes, mana g in g 
director for the company's 
capital market services, says 
demand is focused around 
cost-cutting on hardware 
allied to new attitudes to 
application development 
“We’re seeing dramatic 
cost-reductions: people are 
opting for a powerful PC 
instead of a Sun workstat- 
ion,'' he says. But it isn’t all 
bad news for Sun, with its 
Java prog ramming lan g ua g e 
intended to speed up the 
development of very specific 
computer programs. 

“Java-type stuff is popular 
for sets of applications,” he 
says - and concedes that 
Java can dramatically 


reduce the time needed to 
create an application. 

JP Morgan Securities in 
New York has turned to 
Java, with its p re- written 
niinnks of code, to create 
’push’ technology, says Mr 
Lowes. Push is the latest 
piece of IT jargon, and it 
refers to the process of push- 
ing out information to a 
recipient while pulling the 
actual computing work away 
from the end-user’s environ- 
ment. 

The idea is to employ pre- 
determined rules to channel 
market data to those dealers 


who require it. If it works, it 
should reduce the demand 
for processing power on the 
desktop, which could mean 
big savings on a dealing 
floor where hundreds of 
highly-paid staff need their 
own screens. “They are tak- 
ing their computing capacity 
and pushing It back into the 
server environment,” says 
Mr Lowes. 

BZW project 

Meanwhile, in London’s 
Docklands. BZW is hogging 
the limelig ht with a mam- 
moth relocation project The 
plan is to create a model 
trading environment at a 
new site east of the City in 
the Canary Wharf develop- 
ment 



Dealing desk of the future: in terms of space-saving done, BqukI 
crystal displays (LCD) provide valuable benefits aver traditional 
cathode ray tube (CRT) monitors. Pictured here b a new 
Mlcrovttec’s dealing roam desk, des i gned for BT 


While the bank is coy 
about exact pricing, BZW is 
believed to be spending at 
least £!00m on IT at the 
Canary Wharf site alone. 
Two massive dealing rooms 
have been built 700 dealers. 
The entire operation will 
swallow up 5,700 Compaq 
Professional workstations 
with 1,200 flat screens. Flat 
screen technology produces 
a display that is just an inch 
wide. ■ 

Mr Vince Chandler, a for- 
mer IT manager at the Bank 
of England, is global chief or 
equities IT for BZW. He 
explains that this vast 
undertaking and its enor- 
mous budget are still driven 
by firm notions of economy. 

“The flat screen reduces 
the depth of a desk by 35 per 
cent and increases the den- 
sity of trading desks by 20 
per cent, so you get to cut 
your costs on square feet. 
And flat screens don’t 
demand anywhere near as 
much power as conventional 
ones. So if they're not chuck- 
ing oat as much heat you 
save money on air condition- 
ing." 

The move to Canary 
Wharf will cut costs further, 
by consolidating operations 
from five buildings into one 
ate in an area where rents 
are cheaper. And Mr Chan- 
dler thinks his hank has Hip 

right idea about acquiring 
hardware: “We’re leasing the 
5,700 Compaq workstations 
instead of buying them out- 
right. The lease will run 
over what I would say is an 
aggressively short time- 
frame, 12 to 15 months. " 

BZW is not saying that 
these boxes will be obsolete 
when the lease is up, but it 
needs an option to replace 
them with whatever the IT 
manufacturers are offering 
at the end of 1998. With a 
three-year guarantee, the 
machines will represent a 
good buy far whatever third 
party takes them off BZW’e 
hands. 

Competitive pressures are 
behind this ambitious under- 



Ross Norman, a trader in gold, sBver and precious instate, working on a Syntegra front office system in London. The system enables 
dealers to access and manipulate In f or mation from a multitude of sources through a single state-of-the-art terminal 


taking, says Mr Chandler. 
The thought of rival institu- 
tions going for radical IT 
solutions has encouraged 
BZW planners to bum the 
midnight oil: the manage- 
ment of networks and 
systems within the Canary 
Wharf site will also be auto- 
mated in order to head off 
technical problems before 
they effect trading perfor- 
mance. “Well use monitor- 
ing software the way a com- 
puter in a car watches the 
oO level,” adds Mr Chandler. 

BZW is standardising on 
Microsoft Office and the 
Windows NT desktop envi- 
ronment. Mr Chandler and 
his colleagues are studying 


the potential of Java, but do 
not want to became depen- 
dent an any technology that 
has not fully proved its 
potential, preferably at some 
other bank willing to act as 
guinea pig. 

The markets arm of BZW 
moved into the new site at 
the aid of April, and equities 
will begin operations there 
at the end of August 

Canary Wharf will act as a 
template for a grandly titled 
‘global technology infra- 
structure’. This moans that 

barring any big disasters, 
the London site will be mir- 
rored across the world - 
BZW staff in Hong Kong, 
Kuala Lumpur, Taipei and 


Milan are already working 
with this model. 

Facilities 

Guardian DR, a company 
specialising in providing 
standby facilities for City 
firms that need to continue 
mnning in the face of disas- 
ters such as fire, flood or ter- 
rorist attack. Is constantly 
adding to the facilities on 
offer at its emergency sites. 
It will spend Elm upgrading 
the dealing desks at a cen- 
tral London site this year. 
Mr Roland Mann, director of 
City markets at Guardian, 
says his business has to 
reflect the current tastes of 


London-based clients. “Sun 
is losing out to NT - our 
view is that people will con- 
tinue to want large NT work- 
stations with wide screens.” 

The sums being spent on 
dealing room systems dwarf 
IT budgets in other sectors; 
the high tech dealing room 
is important to each bank's 
identity. 

But it Is such a functional 
item that the customer can- 
not afford to get it wrong. 
For this reason alone, deal- 
ing room systems are well 
worth scrutinising. The atti- 
tude of BZW or the policy of 
JP Morgan can teach a lot to 
IT purchasers with rather 
smaller corporate pockets. 


A key role for financial call centres 


From previous page: 

from 7.6m potential share- 
holders during the run-up to 
its flotation on the London 
Stock Exchange. Many cus- 
tomers of the former build- 
ing society hold a variety of 
old-fashioned savings 
accounts and have called to 
find out if they are eligible 
for shares. 

“You cannot train call cen- 
tre operators to cover aH the 
permutations, particularly in 
the case of the Halifax," says 


Mr Phil Padfield, European 
vice president at Inference. 

The CBR2 program has 
been used to draw up scripts 
to answer callers' questions 
about the flotation and also 
to turn a simple query into a 
selling opportunity. "Those 
who call are well-disposed to 
listen, so the customer ser- 
vice person can ask if they 
are interested in other prod- 
ucts,” he says. “Most banks 
see call centres as simply a 
means of conducting a trans- 
action, but customers can 


also have a relationship with 
a call centre." 

The latest generation of 
call centre products aim to 
achieve this “relationship 
building" by, for example, 
allowing banks to automati- 
cally identify their most 
prized customers when they 
call and give them preferen- 
tial treatment - routing 
them to a specific human 
operator, rather than the 
next available one or a com- 
puter voice. Less-prized cus- 
tomers will first be Altered 


through an interactive voice 
response unit that asks them 
questions which they answer 
using a touch tone telephone 
or by voice. Low-value 
operations, such as balance 
enquiries, can thus be routed 
to a computer. "Banks want 
to be able to differentiate 
between different customers 
and do not want to use a 
human operator on low- 
value customers," says Mr 
Bob Summerfleld. marketing 
manager for call centres 
with Tandem Computers. 
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How important is this new logo? 

Well, the last time we brought your business something 
completely new it was called the Internet. 


When your network service provider carries the Cisco Powered Network™ 
mark, It means their network is built with Cisco technology - the technology 
that makes the Internet a reality for millions of businesses around the world. 

Everywhere, every day, virtually all of the world’s Internet traffic flows 
through Cisco equipment. It’s the reason that an e-mail message 
arrives in Buenos Aires from Hong Kong instantly; that a branch 
office in San Francisco can share files with its London headquarters 


in complete security; that a group of telecommuters can accomplish a 
productive day of work without ever leaving their homes. 

Look for the Cisco Powered Network mark in your network service 
provider’s materials. "When you see it, you’ll know your service is backed by 
ClSEB Systems the products and technology that make the world’s networks 

work for business. For more information about what Cisco products 
can do for your business, visit our Web site at www.cisco.com. 
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